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The name Barber is a symbol for the finest in gas burners. This has been 
true for over 30 years. 


Barber has developed the modern automatic gas conversion burner, for 
furnaces and boilers, to a high point of efficiency and economical operation. 
Also, makers of many of America's foremost gas appliances for all indus- 
trial, commercial, and household uses, have for years equipped their prod- 
ucts with Barber Burners. Barber both designs and supplies a very great 
variety of units for such purposes, always accurately adapting the burner 
to the specific application and the type of gas to be used. 


For the utmost in performance and dependability, be sure that the gas 
appliances you sell or sponsor are equipped with genuine Barber Burners 
and Barber Pressure Regulators. 
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For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 


Write for Catalog illustrating and listing 
many types of Burners for Appliances, Gas 
Conversion Burners for Furnaces and Boilers, 
Regulators and Controls. 
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Additional steam requirements at the world’s 
largest steam-electric power plant—the Hudson 
Avenue Station of Consolidated Edison Com- 
pany of New York, Inc. — will be supplied by 
the world’s most powerful boiler —a B&W 
Radiant type unit now on order. It will have a 
continuous rating of 1,300,000 lb. of steam per 
hr. — 25 per cent more capacity than the next 
largest unit also on order at B&W for installa- 
tion in the East River Station of the same utility. 
Steam will be generated in the new Hudson Ave- 
nue unit at 1675 psi and 1050F. It will be fired 
normally with pulverized coal from five B&W 
pulverizers through sixteen combination burn- 
ers which can also be used for oil firing. 

Perhaps the advanced engineering reflected 
in this outstanding unit can help you on pres- 
ent problems or future plans involving plant 
expansion. 


fi 
eee, 


THE BABCOCK & WILCOX CO. 
GENERAL OFFICES: 85 LIBERTY STREET, NEW YORK 6, 


N. Y. 


WORKS: ALLIANCE AND BARBERTON, ©.; AUGUSTA, GA. 
FOR POWER PLANTS —B&W, Open-Pass, Radiant, Integral-Furnace, 


Cross-Drum, Stirling and Waste-Heat Stationary Boilers . . 


. Air 


Heaters . . . Economizers . . . Superhecters . . . Woter-Cooled Furnaces 
. . . Oil, Gas & Multifvel Burners . . . Chain-Grate Stokers . . . Stocks 
and Breechings . . . Seamless & Welded Tubes for All Pressure and 

.. . Refractories . .. Chemical Recovery Units 


. . Alley Castings. 
x ke * 


OTHER B&W PRODUCTS — Marine Boilers .. . Pressure Vessels . . . 


Process Equipment. 
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AST spring, former President Her- 
bert Hoover, with his customary 
genius for common-sense analysis, made 
some very penetrating comments on the 
Federal budget after World War I and 
after World War II. He pointed out that 
three years after World War I the budget 
was $ billion a year, whereas three years 
after World War II it is $40 billion a 
year. 


THIS comparison makes us wonder 
just why our political leaders assume 
that the nation can bear an operating load 
ten times as great as it did a mere quarter 
of a century ago. Admittedly, we have as 
a nation adopted domestic reforms such 
as social security which require a perma- 
nently higher level of Federal expendi- 
ture. But in no way has the improvement 
of our underlying economic factors been 
anywhere near commensurate with this 
tenfold boost in the budget. 


Our national income has increased 
at a splendid pace, even in excess of 
our growth of population. Our employ- 
ment stands at or near an all-high record, 
but the national debt and the Federal 
budget — in short, government spending 
for both debt and operating expenses— 
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have skyrocketed away up and beyond 
any other economic factor. Mr. Hoover 
concluded that “there are insufficient sav- 
ings left in the hands of the people to 


repair, maintain, and improve the tools é 
of production and distribution upon 
which our standard of living depends.” . 


These figures clearly show the need for 
important structural changes in the gov- 
ernment to secure maximum efficiency e 
and economy. 


ROBABLY the most tireless of all be- 6 

lievers in'and fighters for economy in 
Federal government operations is the sen- 
ior United States Senator from Vir- 
ginia, Harry FLoop Byrp, whose article 
on the high cost of government spending 
opens this issue. SENATOR ByrRp was born 
in Martinsburg, West Virginia, and was 
educated at the Shenandoah Valley Acad- 
emy in Winchester, Virginia. He was 
elected to the Virginia state senate in 
1915, where he served until he was 
elected governor of the commonwealth 
for the term 1926-30. He was appointed 
to the U. S. Senate by ex-Governor Pol- 
lard in 1933 to fill the unexpired term of 
the late Claude A. Swanson, who resigned 
to become Secretary of the Navy. 


SENATOR Byrp was reélected for a full 
term in 1934 and for two additional terms 
in 1940 and 1946. Among his various col- 
lateral activities is that of newspaper pub- 
lisher, farmer, and apple grower. He now 
makes his home at Berryville, Virginia, 
in the famed Winchester orchard area. 

e & & @ - 





HIs is the month of inaugurations 

and openings of legislative sessions, ] 
not only in the nation’s capital, but so 
many of our state capitals. It is the “big 
year” for the state biennial sessions dur- 
ing which at least 44 state capitals will 
play host to regular sessions of their leg- 
islatures. No doubt before the year is out 
several more will play host to special ses- 
sions. For this reason we welcome a pre=_ 
view, even though necessarily general in” 
scope, of things likely to come up in these 
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NORWALK Products are Stocked 
at ll Factory Branches 


@ San Francisco ® Pittsburgh 


Los Angel 
os Angeles @ Washington 


Minneapolis 
© Philadelphia 
Chicage 


Pa 
Detroit New York 


Cleveland © Boston 


Service Shops in Other Cities *% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 11 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 11 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK : CONNELLY 
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8 PAGES WITH THE EDITORS (Continued) 


state capitals of special interest to public 
utility industries. This is contained in the 
‘article beginning on page 83 by BETHUNE 
Jones, professional writer and legisla- 
tive research expert, residing at Red 
Bank, New Jersey. 


* * * * 


PEAKING of inaugurations, Harry S. 

Truman is the thirty-second Presi- 
dent to take oath to support the Consti- 
tution of the United States in the office 
of Chief Executive. His inaugural cele- 
bration of this ceremony in his own 
elected right takes place in Washington 
this month at a time when the White 
House is so torn up with carpenters’ scaf- 
folds and uncovered masonry that the 
President has to live across the street 
(Pennsylvania avenue) in the nation’s 
official guest mansion—Blair-Lee. 


Tuvs, for the first time in many inau- 
gurations the East Room and other fa- 
cilities of the White House are in no 
condition to house the receptions and 
various celebrations incident to the inau- 
gural ceremonies. Among other things 
which these pending improvements in the 
White House will encompass are its 
public utility facilities—better wiring, 
heating, air conditioning, communica- 
tions, and so forth. 


All of which prompted us to assign, 
for completion in time for this issue, an 
article which would deal with the coming 
of various public utility services to the 
White House since it was first built 
around the turn of the Eighteenth Cen- 
tury. The result is the article by RoscoE 
AMES, beginning page 92. We regret that 
limitations of space precluded a number 
of interesting historical items about the 
White House occupants of former years 
which had nothing to do with its public 
utility services. 


It was perhaps inevitable with the 
passing years that the White House 
should become a combination modern 
town house and office building. Still we 
read with a twinge of nostalgia of the 
more simple eras reviewed in this article 
when Congressmen “tramped in and out 
of the place virtually at will,” and Martin 
Van Buren found it necessary to make 
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strict rules to keep himself and family 
from living in a public museum. Even so, 
compared with the Kremlin, the White 
House today is, or will be, a gold-fish 
bowl, relatively speaking. 


* * * x 


AROLD H. Youn, author of the ar- 
ticle in this issue on “Keeping the 
Utility Investor in a Happy Mood” (see 
page 75), was recently made a partner in 
the investment firm.of Eastman, Dillon & 
Co. in New York city. For a number of 
years he has been associated with this 
firm as a special analyst of public utility 
securities, and for nearly a quarter of a 
century he has been in the investment 
business. He lectures on current develop- 
ments in utilities before the New York 
Institute of Finance, and is responsible 
for the public utility forums of the New 
York Society of Security Analysts. 


* * * * 


) bye decisions, preprinted from 
Public Utilities Reports, may be 
found in the back of this number. 


THE next number of this magazine 
will be out February 3rd. 


i 
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PHOTOCOPIES 





Congoleum Nairn —‘Photocopies give us accurate reproductions of drawings, 
specifications and other records.” 


Wm. H. Block Dept. Store —“Photocopies provide control in circulating adver- 
tising layouts for internal approval.” 


Product Design & Development News —“Photocopies quickly provide 
duplicates of inquiries which help advertisers to follow them through and 


produce sales.” 


Any Business — Large or Small —finds photocopies speed work, increase effi- 
ciency, cut costs, eliminate errors and checking. 


Why we use Portagraph 


SPEED—Portagraph is approximately five times faster than manual 
copying methods. , 


NO DELAY—Portagraph copies records on the spot, releases them in 
seconds. Record privacy ensured, possibility of loss reduced. 


EASY TO OPERATE—Automatic electric timer controls exposures. No 
darkroom needed. 


ECONOMY -— Photocopies cost only a few cents. Portagraph priced from 
$69.50 up—standard processing accessories extra. 


WRITE FOR FREE BOOKLET 


Remington Rand Inc. « Photo Records Division, Room 217 
315 Fourth Avenue, New York 10, N. Y. 


FOR GREATER BUSINESS EFFICIENCY—USE PHOTOGRAPHY 
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Coming IN THE NEXT ISSUE 


* 


AN ADJUSTMENT CLAUSE FOR TAXES 
With taxes already high and likely to go higher, utility manage- 
ment will want to know more about the plan of W. Truslow 
Hyde, Jr., industrial financial specialist, for easing some of the 


headaches of economic operations in the future. 


PUBLIC UTILITY STATISTICS AS BUSINESS INDICATORS 
Here is an interesting tale of how cold-blooded statistics in 
utility files function as reliable gauges as to the economic health 
of a community. It is written by Herbert Bratter, Washington, 


D. C., author of business articles. 


PUBLIC UTILITY STATUS OF COMMERCIAL AIR LINES 
Selig Altschul, well known in aeronautical management circles, 
tells us a story of how the commercial air lines are coming slowly 


but surely under the conventional rule of public utility regulation. 


THOMAS EDISON'S 102 YEARS 
Two years ago we celebrated the centennial of the greatest 
utility pioneer of all. John C. F. Coakley, historian, Edison Pio- 


neers, gives us interesting new reasons for observing the memory 
of this great American inventor. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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“There never was in the world two opinions alike.” 


C. DonaLp DALLAS 
Chairman, Revere Copper & Brass, 
Inc. 


R. C. LerFINGWELL 
Chairman, J. P. Morgan & 
Company. 


a 


A. L. M. WiccIns 
Former Under Secretary of the 
Treasury. 


Frep G, CLARK 
Chairman, American Economic 
Foundation. 


Harry A, BuLLis 
Chairman, General Mills, Inc. 


Excerpt from annual review of 

Bankers Trust Company of United 

States government securities and 
the money market. 


FRANK C. Moore 
New York State Comptroller. 


Erwin H. SCHELL 
Professor, Massachusetts Institute 
of Technology. 


J. B. WALLAcH 
Business news editor, The (New 
York) Sun. 


EprroriAL STATEMENT 
The Journal of Commerce. 
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“You can make laws to protect freedom but you cannot 7 


control freedom and retain it.” 


. 


“We must cling to the good ways, the free ways,, the 
enterprising ways of our people.” 


A 


“The constituents want it both ways—plenty of economy 
for you; plenty of spending for me.” 


> 


“The fight to defend our way of life cannot be won by 
force. It can only be won by reason.” 


‘ 


> 


“(The election showed that business] has got to go out 
and tell the public more about its operations.” 


* 


“Since the early Thirties the Federal government has 
been following an inflationary course which is now bear- 
ing bitter fruit,” 


* 


“A system of Federal aid which diminishes the inde- 
pendence and responsibility of local government is not 
worth the cost.” 


5 


. it is now obvious that in the creative world of 


tomorrow industry must draw upon the creativeness of 
all whose interests relate to the business.” 


> 


“If business itself is suspect, no business will strive to 
grow because growth only can lead to ultimate destruction 


No more effective deterrent to enterprise, efficiency, and 
vision could be devised.” 


° ° 


“We must beware of reformers who, to achieve a 
theoretical ideal, agitate for changes in long-established 
ways of doing business without consideration of the 
practical difficulties and consequences.” 


12 





January 20, 1949 Public Utilities Fortnightly 


Snow ual Clear yous’ 


Snow Tonight—Clear Tomorrow is much 
more than a weather forecast. It’s an © 
deal slogan for the thousands of GMC 
rucks that work while we sleep to keep 
he highways open for safe travel. 


MC extra value shows up best when 
orking conditions are at their worst .. . 
because chassis are truck-designed and 
ruck-engineered from radiator to rear - o aa 
axle . . . because power plants have the GMCs are available in light, medium and heavy 
me basic design and features as those duty models . . . in a range of seven gasoline and 
bf the durable and dependable GMC anya en =e oe — a a 
‘Army Workhorse”’ engine. exactly suited to every public utilities hauling job. 
hether your hauling job calls for THE TRUCK OF VALUE 
‘tough going” or “smooth sailing”. . . 
he extra stamina built into every GMC CS 
means extra months and miles of depend- GASOLINE 


tble, economical operation. TT rw < KS © DIESEL 


SMC TRUCK & COACH DIVISION ¢ GENERAL MOTORS CORPORATION 








REMARKABLE REMARKS—( Continued) 


Rosert N. McMurry 
Business psychologist. 


Hersert Hoover 
Former President of .the United 
States. 


DwicHt D. EIsENHOWER 
President, Columbia University. 


Haro_p G, Mouton 
President, Brookings Institution. 


Joseru C. O’MAHONEY 
U. S. Senator from Wyoming. 


EprrortaL STATEMENT 
The Wall Street Journal. 


Erwin D. CANHAM 
Editor, The Christian Science 
Monitor. 


SuHERWoop B. Gay 
President, Tanners’ Council of 
America. 
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“While academic achievement is desirable, it is not 
necessarily a sign of ability to work face to face with 
other people in ordinary business situations.” 


ed 


“ .. it is those moral and spiritual qualities which rise 
alone in freemen which will fulfill the meaning of the 
word American. And with them will come centuries of 
further greatness to our country.” 


* 


“Today’s challenge to freedom and to every free in- 
stitution is such that none of us dares stand alone, For 
human freedom is today threatened by regimented statism. 
The threat is infinitely more than that involved in oppos- 
ing ideologies.” 


. 


“Certain naturally monopolistic industries, such as 
public utilities, where competition is impracticable and 
undesirable, obviously require regulations. In other areas, 
regulation must be designed to preserve and strengthen 
the competitive system.” 


* 


“I know of nobody in responsible position in the govern- 
ment, or who is likely to be in responsible position in 
government, who desires that the Federal authority shall 
be expanded to take cover any activities that can be better 
performed by the people themselves.” 


* 


“Tt is one Of the characteristics of the revolutionist that 
he will carry out his policies with the consent of the 
people if he can get it. But if he fears he cannot get it, 
then he is perfectly willing to short-cut usual and accepted 
practices and impose his ideas regardless of popular 
choice.” 


> 


“The worst danger to world peace is the insidious as- 
sumption that war is inevitable. War is not likely, but 
the American people must be prepared for any eventuali- 
ties, and at the very least must adjust themselves to a 
possibly protracted uneasy period in world affairs. [The 
best preventive of war is] a strong United States and 
a steadily strengthening and unifying western Europe.” 


¥ 


“The basic issues in the world today arise from statism 
and the extension of government influence in economic 
spheres of activity. In this country we have found that 
when human effort and initiative are given maximum 
scope, the results in production and living standards reach 
heights unprecedented in history. I believe that philosophy 
will continue dominant because its achievements economi- 
cally and morally cannot be challenged.” 
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wit GRINNELL 
PRE-ENGINEERED SPRING 
HANGERS: 


Selecting hangers for piping subject to ther- 
mal movement is completely simplified. 
Grinnell Pre-Engineered Spring Hangers are 
available in stock sizes for any load 
requirement. 

imply compute the load and order the 
proper size Grinnell Pre-Engineered Spring 
Hanger as indicated in the Capacity Table 


Flexible suspension of piping in one of world’s 
largest catalytic cracking plants 


appearing in descriptive catalog. 14 sizes 
with load range from 84 Ibs. to 4,700 Ibs. 


LOOK AT THESE FEATURES... 


he maximum variation in supporting force per 
Ya" of deflection is 1042% of rated capacity —in 
oll sizes. 

vides prevent contact of coils with casing wall or 
hanger rod and assure continuous alignment and 
oncentric loading of spring. 

ompact—minimum headroom made possible by 
precompression*, 
Precompression* assures operation of spring with- 
n its proper working range where variation in 
supporting force is at a minimum. 


GRINNELL COMPANY, INC. 


Providence 1, R. I. 
BRANCH WAREHOUSES IN PRINCIPAL CITIES 


All-Steel welded construction meets pressure pip- 
ing code. 14 sizes available from stock —load range 
from 84 Ibs. to 4700 Ibs. 

Easy selection of proper sizes from simple capacity 
table. Installation is simplified by integral load 
scale and travel indicators. 

Unique swivel coupling provides adjustment and 
eliminates turnbuckle. 

*Precompression is a patented feature. ; 
Write for descriptive folder on Pre-Engineered 
Spring Hangers Fig. 268, 


GRI@PELL 


wHenever PIPING is invotveo oe 
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HEAVY TERMINAL POST 
WITH COPPER INSERT 
FOR EXTRA 


CONDUCTIVITY 


EXIDE POST COVER 
ASSEMB Y PROVIDES 
PERFECT AND 
LASTING SEAL 


SLOTTED PLASTIC 
SEPARATOR 
IMPERVIOUS TO 
CHEMICAL AND 
ELECTRICAL 
REACTION 


SELECTED, FINE 
PRAIN, SPECIALLY 
TREATED GROOVED 
viele) iia.) Biel. 
HEAVY PERMANIZE 
NEGATIVE PLATE 
DESIGNED FOR 
BALANCED PLATE 


LiFe 


PLASTIC SPACER 
MAINTAINS PERFECT 


PLATE ALIGNMENT 
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HEAVY DEEP SEAL 
RUBBER COVER 


HEAVY STRAP 
ASSURES MAXIMUM 


CONDUCTIVITY 


FAMOUS EXIDE 
MANCHESTER 
POSITIVE PLATE IN 
SERVICE OVER 


sO YEARS 
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F rigorous 
tition of major items that make 
: battery was selected for use 
“In the new Eexide-Manchex. 


THE MANCHESTER POSITIVE PLATES of unique 
lead button construction. The buttons 

- rolled strips of corrugated soft lead ... 
are pressed into holes of the lead-antimony 
rep Forming action expands the buttons 
and locks them securely in place. Only a 
comparatively small pottion of the total 
lead in the button is formed initially into 
active material . . . the Ey RT 
for gradual conversion in service, 
button construction is an exclusive ‘aside 
a which results in exceptionally 
ong life, 


THE PERMANIZED® NEGATIVE PLATES 


constructed of a lead-anti emt 

or framework . . . with a séries 

ribs connected by short eruceiel te bars. 

Bars are flush with plate surface... 

extend only part way through the plate 
. are staggered on opposite sides. The 

active material . . . sponge lead . is 

formed of vertical strips or ribbons that 

extend from top to bottom of the Lee 

between the vertical ribs and i bY i 

place by the horizontal bars. A 

has proved its pest in 

stationary service . 

the long life of the m 
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nis Exide development 


SEPARATORS Selected fine grain, aN 


wood separators, . treated... 

teamed with low resistance slotted — 
separators ... assure excellent high dis- 

charge cha characteristics under all operating 


oy 


‘TERMINAL POST ASSEMBLY The design 
effectively 


the opening through the 
covers—preventing electrolyte seepage 
-..heavy strap and post castings with 
copper inserts in the larger sizes provide 
low resistance electrical path from plates 
to terminal. 


COVER Deep seal covers of tough rubber 
designed to give trouble-free service. 


MOLDED GLASS JAR Exclusive with Exide 
—the most modern in the battery industry 
».. strong, uniform in dimension . . . clear 
glass for easy inspection and maintenance 


... straight-sided for compact —,, a 


neat appearance. re 


Where to use the new Exide-Mane 
ite bie I Exide-Manchex E 
ts minute ae 

for control bus and 


ray: 
Slate 
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what we realiy make ics time 





SERRE TR we ewes cre 


it’s faster to hang a wall than to pile it up... 


Little blocks, say 2’’ x 4’’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 


" delivered. We engineer them piece by piece Q-Panels are fabricated from Galbestos, alumi 
in advance at the factory. We put expert crews on pen. stainless on galvanized and black ste 
the job to place them. ia lengths up to 25". 

Q-Panels, 3" in depth with 1%" of incombust 
ble insulation, have a thermal insulation val 


We make time, now, when time is the essence. quperior 0 that of 2 12” dey masanry wall 

firred Feuer interior. A single Q-Panel with 

iM ~ a “rv area of 50 sq. ft. can be erected in nine minut 

We save days and weeks in finishing a building with a crew of only five men, and twenty; 
for use, because years have been put into the ——, SOSTES Ge HE OS EE Bees € 

development of these unique skills. 

Q-Panel construction is quick, dry, cleao, 

offers an interesting medium of architect 


Quick is the word we practice. expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA. 


2424 Formers Bank Building Offices in SO Principal Cities 
Pittsburgh 22, Peansylvenie World-Wide Building Service 
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Can You Be Confident? - 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, ete.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 


vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 


4 ° 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON + CHARLESA.NICHOLLS + PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK 5, NEW YORK 





the Right POWER 


**Job-Rated’’ means your 
truck will have the right 
power, with economy of per- 
formance. It will have the 
right one of 7 great Dodge 
truck engines. You save on 
gas, oil, and maintenance, 
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Here’s what G06-Rated” 


...the Right 
DRIVE LINE 


“Job-Rated’’ means your 
truck will have the right 
driving units: Clutch, trans- 
mission, rear axle, gear ratio 
and other load-moving units. 
You get more efficient per- 
formance, longer life. 


January 20, 19 


..the Right 
LOAD SUPPORT 


**Job-Rated’’ means the 
right support for your load. 
Frames, axles, springs, 
bodies, wheels and tires —all 
are the right size for the 
weight of your truck . 

and for the load it hauls. 


..in short, the Right truck to fit your job! 


To get a “Job-Rated’’ truck, see your Dodge dealer. 


Tell him three things: (1) The weight of your loads; 
(2) the type and size of body you need; (3) your grade 
and s requirements. 


ar Kage 248 basic chassis models, your Dodge dealer will 
specify a 
unit, from —_- to rear axle, will be “‘Job- 
engineered and built for your loads. 


Such a truck will save you money . . . when you buy 
it, every mile you use it. And remember . . . only Dodge 
builds @ Job-Rated” trucks! 


“Job-Rated” truck that fits your job. ad . 
Rated”’ 


DODGE 
Sot- Rated 


TRUCKS 


FIT THE JOB LAST LONCER 
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Attilities Almanack 








@ JANUARY + 





{ Associated Equipment Distributors end annual meeting, Chicago, IIl., 1949. 





§ American Water Works Association, New York noe’ begins one-day annual Ge 
midwinter luncheon meeting, New York, N. Y., 1949. 





q Edison Electric Institute, ae and Distribution Committee, will hold meeting, 
Cincinnati, Ohio, Feb. 10, 11, 1949 





{ Canadian Construction Association begins meeting, Toronto, Ontario, Canada, 1949. 





bi Cae Society of Heating and Ventilating Engineers begins meeting, Chicago, Iit., 





{ Academy of Television and Sciences holds annual award banquet and seminar, Holly- 
wood, 1949. 





4 Missouri Valley Electric Association will hold power sales conference, Kansas City, 
Mo., Feb. 10, 11, 1949. 





1 Juri Gas Association, Home Service Workshop, ends an nual convention, Cleveland, 
Ohio, 1949. 





{ International Heating and Ventilation Exposition ends, Chicago, Ill., 1949. @ 





{ Edison Electric Institute, Electrical Equipment Committee, will hold meeting, St. Louis, 
Mo., Feb. 14, 15, 1949. 





G American Water Works Association, New Jersey Section, will hold annual luncheon 
meeting, Newark, N. J., Feb. 17, 1949. 





on nt peas te Electrical Engineers begins annual winter general meeting, New 





z FEBRUARY z 





q Pennsylvania Electric Association, Transmission > Distribution Committee, will hold 
ann meeting, Philadelphia, Pa., Feb. 24, 25, 1949 














4 American Society for Testing Materials will hold spring meeting and committee week, 
Chicago, Ill., Feb. 28—Mar. 4, 1949, 
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The Federal Government’s 
High Cost of Living 


Why the staggering expense of the proposed social policies, if carried 
out, would involve a return to deficit financing at the highest level of the 
country’s prosperity and endanger our free enterprise system. Responsi- 
bility of the people’s representatives to keep America sound and solid. 


By THE HonoraBsLE HARRY FLOOD BYRD* 
U. S. SENATOR FROM VIRGINIA 
CHAIRMAN OF THE JOINT COMMITTEE ON REDUCTION 
OF NONESSENTIAL FEDERAL EXPENDITURES 


HE element of surprise at the out- 

come of our 1948 presidential 

election may be compared to that 
which attended the results of the 
‘@ British election in 1945 when their La- 
Wor party turned out the Churchill gov- 
ernment. 

Whether the analogy between the 
current courses of the American and 
British governments is to be extended 
beyond the mere counting of the votes 
depends upon how the mandate of our 


*For additional personal note, see “Pages 
vith the Editors.” 


election is interpreted in terms of poli- 
cies ultimately enacted under the new 
administration, 

Of course the British moved im- 
mediately to the socialization of their 
basic industries along with other re- 
forms. I do not believe, for a moment, 
that the American electorate in 1948 
intended to express a wish for that. But 
it should be realized that there are those 
who believe we have reached a point 
from which there is no return in the 
social revolution we set in motion dur- 
ing the Thirties, the ultimate end of 
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which would be the fall of the free en- 
terprise system. 

Whether the electorate intends it or 
not, this will occur when the system 
can no longer survive government 
competition, when the profit motive is 
strangled by government controls, 
when we can no longer carry the tax 
burden imposed upon us, or when the 
government becomes insolvent. 

Whatever the electorate may have 
had in mind last November, there are 
those in Congress—and outside—who 
now are contending that the election 
was a mandate to: 

Nationalize education. 

Socialize medicine. 

Further federalize reclamation and 
power. 

Further subsidize agriculture. 

Extend social security. 

Placate radical labor. 

Increase taxes on industry. 

Reimpose economic controls. 

Impose Federal sanctions against 
traditional rights of states. 


) i themselves these may not consti- 
tute socialization of our democracy, 
but they are obviously steps in a going 
trend toward Federal competition in 
business, Federal economic control, 
and increasing the cost of Federal gov- 
ernment. 

What the ultimate cost of these pro- 
posals would be, no one knows; but 
estimates on federalization of educa- 
tion, for instance, run from $300,000,- 
000 a year to several billion. None of 
the proposals would be in the nature of 
short-term outlays. All of them would 
be additional long-term domestic 
civilian commitments. The Federal 
government is already committed to 
programs of this category which cost 
$184 billion a year, exclusive of pay- 
roll. 
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When these programs are com- 
bined with our tremendous military 
and foreign commitments, against the 
background of a quarter trillion dollar 
debt, the magnitude of the permanent 
tax take to be required is bound to 
affect our free enterprise system. 

There is absolutely no partisanship 
in my outlook on the vital financial 
problems facing the nation. The plain 
figures, as gathered by either Demo- 
crats or Republicans, so-called liberals 
or so-called reactionaries, all point to 
one fiscal fact — the Federal govern- 
ment’s expenditures are going up year 
by year and within the next two fiscal 
years they may reach the amazing total 
of $50 billion, unless there is retrench- 
ment in some of the existing or pro- 
posed programs. 


Can Uncle Sam Cut Costs? 


S 0 the question—can Uncle Sam cut 
his living costs?—is not an aca- 
demic one. It is a question which ulti- 
mately may determine whether our 
form of government is to survive. 
Back two years ago, when the Presi- 
dent submitted a peacetime budget of 


$37.5 billion to Congress — ac- 
companied by the statement that it 
could not be cut a single dollar—there 
were widespread rumblings in the Re- 
publican Congress. Some in_ both 
parties hoped that the proposed budget 
could and would be cut. A few token 
cuts in this and that direction were 
made, but, as a matter of history, the 
Federal government spent more in that 
fiscal year than the President had asked 
Congress to appropriate initially. 
When, a year ago, the President 
submitted a $39.5 billion budget, the 
Republicans then in control again 
promised “some cuts.” One Republi- 
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Increase in TVA Employees 


cé X the peak of World War II activity—in July, 1945—when TV A, 

according to its own press releases, was doing a tremendous war 

job, the agency was operating with 12,349 employees. In October, 1948, 
TVA had 14,352 employees on its payroll, an increase of 2,003.” 





can legislator said that he would use 
a “meat axe” and “a cleaver” on the 
budget. He tried—but not enough of 
his colleagues went along with him, 
How much this year’s expenditures 
will total is still undetermined, 

The President’s new budget recom- 
mendations cover his initial expendi- 
ture estimates for fiscal year 1950, 
beginning July 1, 1949. Supplements 
may be expected. I predicted a year ago 
that Federal expenditures in fiscal 
1950 would exceed $45 billion and that 
in fiscal year 1951 they would approach 
$50 billion. I see nothing in the cur- 
rent situation to indicate downward 
revision of these projections. There is 
no reduction in the pressures for for- 
eign and military expenditures, and 
pressure for domestic civilian expendi- 
tures is increased. 

The figures on which I base my pre- 
dictions do not include possible in- 
creases in appropriations for present 
domestic projects and the beginning of 
new projects for rivers and harbors, 


flood control, and other public works. 


The Threat of Deficit Financing 


r Federal expenditures continue to 
increase, as they give every evi- 
dence of doing, the question will no 
longer be one of how much to increase 
taxes, It will be one of embarking on a 
period of deficit financing at the high- 
est level of prosperity this nation has 
ever known. 

Let every thoughtful citizen ponder 
the results that would follow destruc- 
tion of the confidence the American 
people have in the ability of the gov- 
ernment to finance its obligations, We 
must never forget that a few points of 
loss in the value of government bonds 
will bankrupt most of the financial in- 
stitutions of the country. It is in:pera- 
tive, in view of our national indebted- 
ness of more than $250 billion, that we 
pay as we go and, if possible, make 
reductions in the public indebtedness. 

Yet, the trend seems to be ever to- 
ward the practice again of deficit fi- 
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nancing, in order to please the various 
groups who demand Federal expendi- 
tures for their benefit, but oppose taxes 
which apply to them. We have em- 
barked on a huge overseas spending 
and lending program. We are embark- 
ing on a revision of guaranteed farm 
prices, We are considering ways to re- 
ward city people through price control 
without openly using government pay- 
ments and, in order not to lose what- 
ever political influence accrues to those 
friendly with nonessential employees, 
the government continues to tolerate 
countless drones on its payrolls. 
Pleasing pressure groups is prac- 
ticed even on a regional or a state basis. 
The Tennessee Valley Authority, ad- 
mittedly a popular agency among those 
who benefit from it, is still receiving 
government support. Western reclama- 
tion projects, perhaps proper in a time 
of slack construction on the part of pri- 
vate builders, are to be stepped up at 
a time when there is the greatest possi- 
ble demand on private building facili- 
ties for men, money, and materials. 


Proliferation of Federal Employment 


O™ of the jobs of the Joint Con- 
gressional Committee on Reduc- 
tion of Nonessential Federal Expendi- 
tures has been to keep check on Federal 
employment. In the life of our commit- 
tee, we have seen Federal civilian em- 
ployment at home and overseas in- 
crease, during the war, to the incredible 
figure of 3,749,578, This was in July, 
1945, at the height of World War II. 

It is interesting these days—three 
and a half years after the end of the 
war—to examine the payrolls of vari- 
ous agencies in an effort to find re- 
trenchment, Of course, the armed 
services cut off tens of thousands of 
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civilian employees, used principally in 
war production work, which stopped 
automatically with VJ-Day. And the 
various agencies, such as the Office of 
Temporary Controls, War Assets Ad- 
ministration, Selective Service System, 
Maritime Commission, and the Recon- 
struction Finance Corporation, no 
longer could justify their purely war- 
connected personnel. The over-all 
number of Federal personnel went 
down to less than 2,000,000, But on 
the committee we have observed an 
interesting phenomenon. Federal em- 
ployment in the regular peacetime 
agencies, as a whole, since the war has 
remained roughly at twice the prewar 
level. And, in fact, civilian employment 
by regular government agencies, ex- 
clusive of the military establishment, 
has increased since VJ-Day. Uncle 
Sam began hiring employees at the rate 
of some 3,700 a week during the first 
six months of 1948. 

Committee studies show that various 
agencies connected with electric power 
regulation, manufacture, and distribu- 
tion not only never did cut off any of 
their so-called war personnel, but actu- 
ally they have increased the size of their 
staffs since the high point of World 
War II. For example, the Federal 
Power Commission, which had 651 
employees during the World War peak 
(July, 1945), in October, 1948, em- 
ployed 828 persons — an increase of 
177 over the war peak, 


| og the Department of the Interior, 
three bureaus concerned with con- 
struction and control of generating and 
distributing facilities in the West, the 
Bonneville Power Administration, the 
Bureau of Reclamation, and the South- 
western Power Administration, had a 
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total of 8,897 employees in July, 1945, 
the very peak of World War II. In Oc- 
tober, 1948, these same agencies in the 
Department of the Interior had 25,466 
employees, an increase of 16,569 over 
the war peak, 

At the peak of World War II activ- 
ity—in July, 1945—when TVA, ac- 
cording to its own press releases, was 
doing a tremendous war job, the 
agency was operating with 12,349 em- 
ployees. In October, 1948, TVA had 
14,352 employees on its payroll, an 
increase of 2,003. 

I do not want to be an alarmist, But 
the plain facts of Federal spending and 
employment are so alarming, I cannot 
help being anxious about our whole 
system of government and enterprise, 
if the present trend continues. I am sure 
we will not intentionally vote ourselves 
into Socialism or Communism. Yet, it 
seems likely that we may acquiesce in 
policies that inevitably will lead us 
away from the system which has made 
us a great nation. 

As Federal tax rates increase, the 
amount of private savings left for in- 
vestment will decrease, thus making 
more and more intolerable the position 
of the great industries and utilities 
which rely largely upon the availability 
of “risk capital” to keep pace with 
progress. 


Growth of Federal Subsidies 


, I ‘HERE is another facet of this prob- 
lem which is as engrossing as it 


is dangerous. That is the growth of 
Federal subsidies and grants to numer- 
ous businesses, agricultural interests, 
individuals, groups, states, and other 
political subdivisions, Our committee 
has made a continuing study of Fed- 
eral subsidies and grants of all kinds, 
and it is possible to make a case for 
Federal subsidies and grants in a de- 
pression period when money is needed 
to relieve distress and oil the wheels 
of commerce. But such a case hardly 
could be made at a time of great pros- 
perity. 

Yet, the facts and figures gathered 
by the joint committee prove that 
such Federal subsidies and grants, as 
a whole, far from decreasing, actually 
have been increasing in every year of 
our postwar prosperity. A state-by- 
state breakdown of all subsidies and 
grants paid by the Federal government 
shows an almost unbelievable increase 
in amounts in the past three years. 

Few of us realize how much money 
is being funneled out of our pockets 
by the Federal tax collector, then fun- 
neled by the government back into the 
pockets of different citizens on the 
block, or in the town, The total runs 
into the billions of dollars for all 
groups and political subdivisions. 


. would seem that we should have 
learned by now that such a process 
is exceedingly expensive. Every time 
a bureaucrat handles a dollar, he adds 
a service charge—his “take.” But the 
delusion still persists that it is possible 


7 


every evidence of doing, the question will no longer be one of 


q “Ir Federal expenditures continue to increase, as they give 


how much to increase taxes. It will be one of embarking on 
a period of deficit financing at the highest level of prosperity 


this nation has ever known.” 
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for bureaucrats to spend our money 
more efficiently and more economically 
than we can do it for ourselves. 

Alexander Hamilton, writing in the 
Federalist series 150 years ago, gave 
us a good clue as to why some like the 
idea of subsidies and grants, and actu- 
ally support increases in subsidies in- 
stead of working to lower or eliminate 
them. 

“In the general course of human 
nature,” Hamilton wrote, “a power 
over a man’s subsistence amounts to 
a power over his will.” 

Another fact about subsidies and 
grants is that they are deadening to 
the conscience of those who receive 
them. The recipient of the subsidy or 
grant does not realize it, perhaps, but 
every time he cashes and uses the sub- 
sidy or grant check, his scruples against 
accepting bounties from the govern- 
ment become less distinct, Thus, not 
one but millions of Americans become 
less and less aware of the distinction 
between the money they receive from 
the government and the money they 
earn. 


Responsibility of People’s 
Representatives 


HE cost of the Federal payroll to- 

day, exclusive of the money paid 
to soldiers, sailors, and aviators, is 
more than $6 billion annually. This 
sum is almost twice the total annual 
cost of the entire Federal establish- 
ment when I was sworn in as a Senator 
on March 4, 1933. Since then we have 
undertaken obligations that could de- 
stroy our free enterprise system. The 
private enterprise system is the founda- 


tion stone, and a fundamental of our 
freedom. It is the base on which the 
great glories of our Republic have been 
achieved. I do not believe we can main- 
tain that private enterprise system and 
collect annually more than $50 billion 
in Federal taxes, and, in addition, tax 
our citizens for $13 billion or more for 
local and state expenditures, making 
a total of roughly $65 billion to be 
drained out of our economy by govern- 
ment each year. 

The most sacred responsibility of 
every representative of the people is to 
keep America sound and solid. Neither 
our own people nor those who seek 
our aid should ever forget that the 
might of America lies in our strength 
here at home—our fiscal solvency, our 
productive capacity under the free en- 
terprise system, and our ability to fi- 
nance our obligations without crushing 
taxation, Our financial stability is far 
more urgent for our own security and 
for freedom in the world than any 
program of public works at home or 
international subsidies abroad that 
severely strain our economy. 

Financial instability in the United 
States would serve the enemies of rep- 
resentative government far more than 
any weapon our enemies could devise. 
By the same token, our financial sound- 
ness is the only hope of those who seek 
our help. Without it, there would be 
no bulwark against Communism, and 
freedom could not survive here or else- 
where. If the fiscal stability of America 
cracks—as it certainly will unless all of 
us awaken to the forces around us— 
freedom in the whole civilized world 
will suffer or fall. 





JAN. 20, 1949 





Keeping the Utility Investor 
In a Happy Mood 


Financing complications of the future make it more important 

than ever for utility management to seek ways and means for 

making securities more appealing. It is a challenging situation, 

but with a huge construction program ahead it is a task which 

must be faced. Improving earnings prospects for equity securi- | 
ties seem to be the only key to the solution. 


By HAROLD H. YOUNG* 


N a recent western trip, this 
O writer sat across the desk from 
an officer of a bank in a Pacific 
coast state and heard him say that pub- 
lic utility common stocks were not ap- 
proved for purchase by the trust funds 
handled by the bank because the utility 
industry “is not a( growth industry.” 
He went on to explaiti this statement, 
certainly surprising on its face, by say- 
ing that he was referring to growth 
of earnings available for the common 
stock equity. He said that the increase 
in business and revenues of the utility 
companies was recognized, but the fact 
that it was not translated into growing 
earnings for the stockholders made the 
officials of the bank feel that utility 
common stocks were not fundamental- 
ly desirable for their purposes. 


*For personal note, see “Pages with the 
Editors.’ 
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It is all too true that the situation 
to which this reference was made has 
been existing in the recent past. Obvi- 
ously, there are individual companies 
which have been making good progress 
but the industry as a whole has had 
great trouble in increasing the bottom- 
line figures of the income statement. 
Composite figures prepared by the Fed- 
eral Power Commission show that in 
1947 electric utility operating revenues 
increased over 12 per cent as against 
a growth of only about 2 per cent in 
net income, while in the first eight | 
months of 1948 net income actu- / 
ally declined, despite a growth in rev- 
enue and plant investment over that 
of 1947. Illustrative of the trend 
which has been prevailing, the chief 
executive of a large middle western 
utility recently told a group of New 
York analysts that the incremental 
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earnings on new capital which have 
gone into his company in the last few 
years figure out at about 14 per cent. 


F the reaction of the Pacific coast 

bank man were an isolated one, it 
could be dismissed. Unfortunately, 
however, his utterances reflect the 
feelings of a good many sophisticated 
buyers of securities. Perhaps not all of 
them go to the extreme of scratching 
utility stocks entirely from their eligi- 
ble lists, but at least they make pur- 
chases in smaller amounts than would 
seem justified. For example, a com- 
posite portfolio of large universities 
and colleges published a few months 
ago showed 30 per cent of combined 
funds in common stocks but only 4 per 
cent in utility common stocks. In many 
respects, it would seem as if utility 
common stocks were made to order for 
funds of this type, but in some indi- 
vidual portfolios they were entirely 
absent and the figure for the composite 
seems low. 

This line of thought, also, might be 
dismissed—at least from the standpoint 
of the utility companies, themselves— 
if they had no financing problems. 
Theoretically, it may be no concern of 
a utility company’s management as to 
who owns its stock or at what level it 
sells'in the market, but under today’s 
conditions management cannot put its 
head in the sand, like the ostrich, and 
plead lack of interest or concern in the 
market for the company’s shares, This 
is because there is a huge construction 
program to finance and a lot of money 
to be raised, 


T’ would appear that in the URES 


able future, at least, mortgage bonds 


—notably the life insurance companies 
and pension funds—have a continuing 
supply of funds to put to work, and 
public utility bonds are very desirable 
mediums for their investment. Deben- 
tures, also, seem to have a good mar- 
ket appeal, The preferred stock market 
is not in good shape but this type of 
security is being sold by companies 
with the better financial standings, 
especially if the shares carry a some- 
what higher dividend rate than was of- 
fered a little while ago. Also, a sinking 
fund or purchase fund is becoming 
rather necessary to facilitate preferred 
stock sales by all but the prime credits. 

However, these senior securities are 
salable at satisfactory rates only so long 
as proper capitalization ratios are 
maintained by the issuing companies. 
If the superstructure of debt and pre- 
ferred stock is to be enlarged, the 
equity base must be increased also, if 
a company wishes to maintain its estab- 
lished standing. Last summer one east- 
ern operating company sold an addi- 
tional offering of bonds without hav- 
ing had any substantial new investment 
in equity over a considerable period 
and the aftermath was a drop in the 
quality rating ~assigned to that com- 
pany’s bonds by one of the leading 
statistical services. More recently an- 
other operating company added more 
mortgage debt to an already top-heavy 
structure and the bonds were retailed 
on a yield basis about three-quarters 
of one per cent higher than bonds of 
the same company had been sold for 
earlier in the year. 


NTIL very recently the SEC has 
shown no signs of relaxing its 
requirements as to certain minimum 


can find a ready market. Institutions standards regarding financial struc- 
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ture. Whether continued agitation in 
some quarters for more liberality dur- 
ing a period of heavy construction ex- 
penditures will have practical results is 
still an open question, On the contrary, 
public utterances of key people identi- 
fied with the commission indicate in- 
sistence on keeping the ground gained 
in the last few years in the way of 
financial setups, While many compa- 
nies do not come under SEC jurisdic- 
tion so far as regulation of capital 
structures is concerned, so much weight 
is now attached to the standards set 
by the commission that public opinion 
practically forces the respecting of its 
requirements by companies in general. 
There is some danger in proceeding 
with senior financing in advance of 
what should be accompanying equity 
financing, but unfortunately some com- 
panies seem to be working along these 
lines, Some managements have chosen 
to utilize bank loans or other tempo- 
rary forms of financing pending an 
“improvement in the market.” Other 
companies have liquidated assets in one 
branch of their business in order to 
supply capital to another. A few have 
raised funds from present stockholders 
at discounts from an already sub- 
normal market price, Obviously, such 
measures are expedients. The need is 
for a natural flow of new equity capital 
at prices commensurate with the costs 
of new facilities to be constructed. 


q 


7 


77 


_— prices, however, do not come 
about by accident—prices are the 
products of earnings. The attitude of 
existing stockholders with respect to 
current earnings levels was feelingly 
expressed during a recent SEC hearing 
by a question as to when better earn- 
ings might be expected. “If,” this man | 
said, “improved earnings cannot be 
realized during periods of prosperity 
like the present, when will they improve 
—in the next depression?” 

Many companies are definitely fac- 
ing the necessity for raising common 
stock money and perhaps too many of 
them are waiting on the side lines, It 
certainly would seem that the prudent 
board of directors would refuse to 
overload a company with debt, either 
short-term or long-term, and would 
give thought to common stock financ- 
ing when the need for it becomes ap- 
parent. 

If common stock is to be sold, then 
the next logical matter to consider is 
that of who will buy it. Stability of 
earnings and continuity of income have 
an appeal for a certain segment of the 
investing public—both private indi- 
viduals and institutions, In recent years 
the ranks of utility common stock pur- 
chasers have been swelled by investors 
who traditionally bought bonds and 
preferred stocks but who were driven 
out of senior securities as they were 
refunded at successively lower rates by 


“NET income can be increased in two ways—by increasing 
revenues or by cutting expenses and charges. Savings 
through refunding of senior securities were a fruitful source 
of earnings increases for several years, but that source has 
now dried up. The industry is alert to improve efficiency; 
ingenuity and aggressiveness have helped bring many 
expense items down.” 
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the pressure to maintain income. This 
process is pretty well at an end and, in 
fact, there might be some reversal as 
preferred stocks are once more begin- 
ning to be offered with yields in some 
cases high enough to tempt the indi- 
vidual. There is certainly some reason 
to feel that the demand from people 
who insist on nothing but continuing, 
dependable income is being pretty well 
filled. 


I’ the amount of common stocks is 

to be sold that would seem to be nec- 
essary to provide the equity portion of 
the financing ahead, new investors must 
be attracted into the field or present 
buyers must be interested on a larger 
scale. This applies with particular force 
to institutions which have continuing 
supplies of funds to be put to work. 
With a fair degree of saturation of the 


market made up of investors content | 


with stability of earnings, the utility 
companies must compete for the dol- 
lars of the investor, like our friend in 
the Pacific northwestern bank who will 
settle for nothing less than an upward 
trend in earnings. The day is not in the 
distant future—but is at hand now— 
when the utility companies must face 
this situation squarely and map a course 
of action. 

Net income can be increased in two 
ways — by increasing revenues or by 
cutting expenses and charges, Savings 
through refunding of senior securities 
were a fruitful source of earnings in- 
creases for several years, but that 
source has now dried up. The industry 
is alert to improve efficiency ; ingenuity 
and aggressiveness have helped bring 
many expense items down. Improved 
plant efficiency will help many compa- 
nies make better showings. However, 
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many expenses which have shown con- 
tinuing increases are beyond the con- 
trol of management. Conspicuous 
among these items are fuel (except 
natural gas), wages, and taxes. As to 
such expenses management has been at 
the mercy of extraneous forces, The 
time comes when the juice is pretty 
well squeezed out of economies which 
can be realized in respect to controllable 
expenses. This writer visited a utility 
company a while ago whose chief pro- 
duction official complained that so much 
pressure had been put on the operating 
personnel to save money that the 
physical condition of the property was 
beginning to suffer. It certainly is to 
be hoped that this expression of opin- 
ion reflected the zealousness of a pro- 
duction man to keep plant in top-notch 
shape and, if his complaint was justi- 
fied, that the situation is not typical. 
Such a condition, however, is the 
logical sequel to an economy program 
carried beyond reasonable limits. 


I’ there are indications that faith 
cannot be pinned on further sav- 
ings in expenses and charges to stem 
a decline in earnings, then it would ap- 
pear high time to pursue boldly the 
only other course open to increase 
earnings ; namely, to improve revenues 
through higher rates. Since our quali- 
fying statement at the opening of the 
article may have been forgotten, we 
repeat our observation that all compa- 
nies do not fall in the same pattern. 
Some companies are still making satis- 
factory earnings progress and have no 
claim for rate increases. By and large, 
however, the industry needs relief. 
We would like to make this article a 
double-barreled appeal in those in- 
stances where higher revenues, through 
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KEEPING THE UTILITY INVESTOR IN A HAPPY MOOD 











Higher Electric Rates 


Maat, fore some electric companies have already moved to obtain 

higher rates, others have hesitated in the face of a situation 

which seemed to warrant action. This reluctance is in some degree under- 

standable when we contemplate the years in a row in which changes in 

electric rates have been in only one direction—downward. This has been 

one of the big advertising points of the industry and it has capitalized 
upon it.” 





rate increases, seem the only solution 
to the problem of developing higher 
earnings. On one hand we appeal to 
company managements for aggressive- 
ness in seeking higher rates; on the 
other hand we seek prompt and sym- 
pathetic action on the part of the regu- 
latory bodies who must pass on the 
appeals. In this connection, our 
thoughts are running especially to the 
electric companies, as manufactured 
gas, transit, and telephone companies 
have already presented their plights in 
many instances, 
rad 

Ws some electric companies 

have already moved to obtain 
higher rates, others have hesitated in 
the face of a situation which seemed 
to warrant action. This reluctance is 
in some degree understandable when 
we contemplate the years in a row 
in which changes in electric rates have 
been in only one direction—downward. 
This has been one of the big advertis- 
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ing points of the industry and it has 
capitalized upon it. However, there is 
nothing sacrosanct about electric rates 
—no reason why they should stay down 
when everything else has soared in 
price. Bear in mind that the rate in- 
creases which we advocate usually will 
not need to be large, In most instances 
a fairly modest percentage increase will 
turn the trick. With most companies, 
such increases will only cancel out some 
of the more recent decreases and will 
still leave the general level of rates be- 
low what prevailed only a few years 
ago. A similar statement could be made 
about few, if any, of the other major 
items in the family budget. In short, 
we submit there is no need for an apol- 
ogetic approach to the problem. 

In some instances management may 
be a little inclined to give undue weight 
to a desire to keep customers happy. 
There is danger in such a case that the 
stockholder becomes the “forgotten 
man.” A situation of this sort is espe- 
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cially likely to crop up with companies 
serving medium-sized and small com- 
munities where the company execu- 
tives meet their customers on the street 
every day and sit together with them 
at the local Rotary Club, chamber of 
commerce, or other civic gathering. 
On the other hand, the company’s 
stockholders may be scattered, literally, 
from Bangor to San Diego, and, as far 
as the company executives are con- 
cerned, most or all of them are only so 
many names on addressing machine 
plates. 

Of course, it must be understood 
that this is more or less a short-range 
emergency situation, produced by the 
dislocation growing out of the war 
and postwar complications. Over the 
long range, the fundamental soundness 
of utility investment should make itself 
apparent if for no other reason than 
that the growth of utility service is a 
#ecessary corollary to the growth and 


/Hrosperity of the nation as a whole. 


Lense eee directors and execu- 
tives who ponder upon the situation 
will recognize they have obligations to 
their stockholders as well as their cus- 
tomers, A few may proceed on the the- 
ory of applying the most grease to the 
wheel that squeaks the loudest, striving 
to keep happy the customers whose 
paths they are regularly crossing, 
rather than to worry about the gen- 
erally inarticulate stockholder group. 
Let this latter group of utility men 
recognize that some morning they may 
awaken to find themselves in trouble 
with their customers because the in- 
vestors are no longer willing to pro- 
vide the funds for needed plant exten- 
sions and improvements. 

Some companies are finding that 


their requirements for higher revenues 
present a real opportunity for the over- 
hauling of their rate structures, They 
can step up their returns and at the 
same time correct injustices and in- 
equalities without necessarily seeking 
an across-the-board rate increase. This 
would seem to be an intelligent ap- 
proach. Some rate schedules may be 
noncompensatory or, at best, not con- 
tributing a fair return, A study of the 

\Andustrial rate schedules would seem 
to be one of the best places to start on 
this kind of a campaign. Many of these 
rates were established in bygone days 
on a basis which would be competitive 
with isolated power plants. In recent 
years the increase in fuel and labor, 
as well as other items, has wrought a 
complete change in the costs of operat- 
ing an isolated plant, but this fact has 
not always been recognized in utility 
rate schedules. A careful analysis of 
rate structures may reveal that some 
types of business are being carried 
along on bases which are not sufficient- 
ly remunerative. 


im this line we have addressed 
ourselves more especially to the 
utility company managements, trying 
to point out why initiative should be 
taken to seek rate increases if such a 
program seems to offer the solution to 
the problem of higher earnings. How- 
ever, there must be a sympathetic re- 
ception of rate-increase applications by 
the regulatory bodies if they are to be- 
come effective. Therefore, it is neces- 
sary that members of the various com- 
missions should be alert to the financial 
problems facing the industry and un- 
derstand that higher rates may in some 
instances be the only feasible solution 
to the problems. 
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KEEPING THE UTILITY INVESTOR IN A HAPPY MOOD 


Commissions generally are charged 
by law with the responsibility of allow- 
ing rates which will support earnings 
sufficient to attract capital to the in- 
dustry. This was not a serious matter 
in the years in which the industry was 
not in the market for any substantial 
amount of new funds, During the 
1930’s there was a period when many 
companies were making fair progress 
in actually reducing their debt and, in 
some cases, retiring preferred stock. 
Construction requirements were not 
heavy as plant had been built ahead and 
the valleys in the output curve cre- 
ated in depression years were not 
quickly filled. What plant had to be 
constructed could be financed in large 
measure by depreciation funds and 
other internal cash. 


EFUNDINGS of senior securities at 

lower rates were the order of the 
day for a long period and many com- 
panies carried through successive re- 
fundings as money rates continued to 
seek lower levels. When the trend of 
cost of capital was downward, it was 
only logical and fair that allowable 
rates of returns for the utility com- 
panies should be marked downward 
accordingly, There has been a reversal 
in the trend of money rates, however, 
and the cost of bond money has risen 
somewhat and the dividend rates on 


q 


preferred stocks are much higher. Cer- 
tainly it is necessary to offer more for 
junior money than was necessary a 
while back and we press our conten- 
tion that even higher returns may be 
necessary to induce investors to part 
with the number of dollars which will 
be needed for the construction pro- 
gram which seems to know no end. We 
submit, therefore, that just as the com- 
missions lowered rates of allowable re- 
turn a few years ago, they should now 
be as ready to raise them to give recog- 
nition to higher capital costs and espe- 
cially the problem of raising equity 
money. 

More liberality on the part of the 
commissions would not be prejudicial 
to the ratepayers; on the contrary it 
would represent an element of protec- 
tion for them. Commissions have obli- 
gations to the consumers of tomorrow 
as well as to those of today. There is 
every indication that the present rapid 
growth in the use of electricity is not 
just a passing phase but that the trend 
may continue for several years. Re- 
cently published surveys point in this 
direction and, as this is written, news 
has been released that despite the heavy 
installations of new generating equip- 
ment in 1948, the proportion of re- 
serve capacity is falling slightly below 
that of a year ago. Construction pro- 
grams which the companies thought 
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“WHEN possibilities of increasing earnings by cutting ex- 
penses and charges are exhausted, then the only alternative 
is to raise rates. Management of companies facing a definite 


need of higher rates should be aggressive in seeking them, 
and commissions should recognize their responsibility to 
consumers and do their part to keep the industry in sound 


financial health.” 
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would bring plants back into normal 
relationship with demand now appear 
in many instances only to be keeping 
pace with business growth. Thus it be- 
comes necessary to project further 
large plant expansion. If at any point 
along the line funds are not forthcom- 
ing for construction, then there is a 
risk that consumer demands of tomor- 
row may not be met. Commissions will 
do well to bear this point in mind. 


O™ last point we wish to touch 
upon is that the day may be near 
when some rethinking should be done 
on the question of using original cost 
for a rate base. There is a real problem 
in selling stocks if earnings do not keep 
reasonably in line with basic price levels 
and with earnings in nonregulated in- 
dustries. This writer was not as per- 
turbed as some observers about the 
original cost concept when it was first 
being pressed on a broad scale in the 
1930’s, The situation since World War 


II is quite different. Not only has the | 


real value of the dollar been lowered 
drastically but there is no prospect of 
its restoration in the near future. 

In such circumstances a cost basis of 
rate regulation is no longer realistic. 


We have no wish to argue over regu- ; 
latory philosophies, but, if we are to be’ 


practical, it seems apparent that utili- 
ties are not going to attract capital in 
competition with other industries un- 
less and until this problem is recognized 
frankly. Injustice is being done if the 
public utility investor is going to have 


his return tied tightly to the prewar 
dollar so far as plant’ constructed in 
earlier years is concerned. Here again 
the question of competition for the in- 
vestor’s dollar is involved and there are 
too many fields in which price changes 
may be reflected in higher product costs 
for an investor to feel he must put his 
hard-earned savings in an industry 
which is so circumscribed by regula- 
tion that the inflation which is going 
on all around cannot be recognized. 


peveegeanartar we would point out 
that the industry has a huge con- 
sti uction program ahead which will en- 
tail raising funds running well into the 
billions, and some of this must come 
from equity money. The circle of in- 
vestors who are entirely contented with 
a fixed return from equity investments 
is limited; outside of that circle there 
is a demand for common stocks which 
promise growth in earnings and divi- 
dends. Utility stocks compete with 


pther classes of equities which offer 
' this growth, and the earnings of the 


industry should show a definite upward 
trend if necessary funds are to be 


raised. When possibilities of increasing 
earnings by cutting expenses and 


charges are exhausted, then the only 
alternative is to raise rates. Manage- 
ment of companies facing a definite 
need of higher rates should be aggres- 
sive in seeking them, and commissions 
should recognize their responsibility to 
consumers and do their part to keep the 
industry in sound financial health. 





be gprs a Scotsman cannot save and also pay existing taxes. Personal 

savings must come in the future from a wider section of the 
community, whose salary checks and pay packets are already eaten into 
by direct and indirect taxation to the point that thrift and saving are made 
impossible.” 


—Lorp Catto, 


Retiring Governor of the Bank of England. 
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Outlook for State Legislation 
Affecting Public Utilities 


Wide range of subjects likely to be considered in 1949 
with regular sessions scheduled in forty-four states 
and special sessions likely in others. 


By BETHUNE JONES* 


UMEROUS issues affecting public 
utilities will be raised in state 


legislatures throughout the 
country during the current year, with 
regular sessions scheduled in forty- 
four states and special sessions likely 
in the others. 

Regular sessions are getting under 
way this month in forty-three states, 
with an Alabama session to start in 
May. States without regular 1949 ses- 
sions, but where special sessions may 
be called, are Kentucky, Louisiana, 
Mississippi, and Virginia. 

What utilities may expect from the 
1949 sessions is less clear than during 
previous years of heavy biennial legis- 
lative activity. Not only are new and 
changed factors present with respect to 
legislative problems, but most of the 
lawmills will be composed to a larger 
extent than usual of new members. 


*Professional writer, Red Bank, New Jersey. 
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The Democrats made sharp election 
gains in the state legislatures, as in 
Congress. They took legislative control 
completely away from the Republicans 
in some states and won stronger minor- 
ities in others, while holding all the 
states they formerly controlled. Neither 
party will have legislative control in 
several states, however. For example, 
the following states which had Repub- 
lican governors and Republican-con- 
trolled legislatures will have these 
1949 setups: Connecticut — Demo- 
cratic governor and senate, but Repub- 
lican house; Massachusetts — Demo- 
cratic governor and house, but split 
senate ; Indiana—Democratic governor 
and house, but Republican senate. 

In addition to the changes in legis- 
latures brought about by Democratic 
gains in the general election, there were 
unusually large turnovers in the pri- 
mary elections in both parties in many 
states, What effect the many new faces 
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in state legislatures may have on cur- 
rent-year action is difficult to judge, 
but in some types of legislation it may 
be an important factor. States in which 
legislative control was split by the elec- 
tion and those in which control is held 
by slim margins may run into legisla- 
tive jams inviting political trading, and 
there also may be instances of opposing 
parties trying to outdo each other in 
appropriating state funds in order to 
win political favor of powerful groups. 

Another uncertainty in attempting to 
forecast 1949 legislative activity in the 
states is the course which will be fol- 
lowed by Congress and Federal agen- 
cies, Revival of pressuring from 
Washington on public ownership of 
utilities, social security, labor legisla- 
tion, and other issues, such as was 
common in the late Thirties, could have 
a significant bearing upon action in 
estate capitals as a result of the elec- 
tion, which not only gave many legis- 
lative seats to new solons but left all 
of them wondering just what the pub- 
lic wants. 


ve ownership of utilities is cer- 
tain to be raised as an issue in a 
number of states and may have strong 
support in some instances. In Vermont, 
for example, the Vermont Farm Bu- 
reau is urging creation of a state 
power authority, empowered to gen- 
erate, buy, sell, and transmit electricity 
and issue bonds for such purposes. A 
proposed Massachusetts bill would 
permit public ownership of electric 
light companies on petition of 5 per 
cent of the voters and a referendum. 
Other measures designed to facilitate 
public ownership may be expected else- 
where. There are no present indica- 
tions, however, of any widespread re- 
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versal of the generally negative attitude 
shown by state legislatures in recent 
years on public power proposals. 

Various phases of utility rate regu- 
lation will be issues in some states, with 
the growing number of applications for 
higher telephone and other utility rates 
stimulating proposals for legislative 
action. Special state appropriations to 
enable regulatory agencies to hire rate 
experts and more counsel in rate cases 
have been enacted by a number of states 
in the last two years, with such meas- 
ures likely to spread, There also will 
be growing pressure for increased 
levies against public utilities to pay the 
added costs of state regulatory agen- 
cies resulting from the mounting num- 
ber of rate cases. 


oo legislature is expected to 
consider a bill to change utility rate 
regulatory procedure there by requir- 
ing a hearing on rate schedules before 
new rates become effective, instead of 
the present method of permitting rate 
increases under bond pending hearings. 
To what extent similar measures might 
be proposed in other states, if any, 
had not been indicated at this writing. 
There have been many indications, 
however, that the trend toward higher 
utility rates, despite its economic justi- 
fication (as recognized by the actions 
of the majority of state regulatory 
agencies), will be accompanied by 
growing political obstructionism based 
upon the idea that it is politically popu- 
lar to assume the pose of defending 
the public against “the utility inter- 
ests.” 

Following his election as Massachu- 
setts governor on the Democratic 
ticket, Paul A. Dever announced he 
would recommend an investigation of 
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electric power rates. He asserted that 
the election “was the emphatic voice 
of the little man that he no longer be 
‘pushed around’ by the great interests 
not concerned with his welfare.” More 
of this sort of talk may be heard in 
state capitals during the year, creating 
added public relations problems for 
utilities if nothing more damaging. 


onan bills proposing changes in 
state public utility regulatory ma- 
chinery may be expected in the 1949 
crop of state legislation, there is little 
advance indication of what trends may 
emerge in this respect. Most important 
of legislation of this type given advance 
announcement are two bills dividing 
the functions of the present Illinois 
Commerce Commission which are ex- 
pected to be introduced in the Illinois 
legislature as a result of a study started 
in 1940 by the Chicago Bar Associa- 
tion. Based on the theory that the pow- 
er to make orders, rules, and regula- 
tions should not be exercised by the 
same persons who investigate and 
prosecute, the Illinois bills call for crea- 
tion of a new state department of pub- 
lic utilities directly responsible to the 
governor, and another body to be called 
the Illinois Public Service Commission. 
The utilities department would act as 
an investigating body in rate cases. 
Conservation of natural gas has been 


the principal natural gas-producing 
states, with this year to see a continu- 
ation of the trend. A revised draft of 
the Interstate Oil Compact Commis- 
sion’s comprehensive oil and gas con- 
servation law was expected to be ready 
for use by 1949 legislatures, A varied 
flood of other bills on the subject also 
may be expected. Bills to facilitate the 
introduction of natural gas in areas 
where it is not yet available also may 
be proposed. 


RANSIT problems will be legislative 

issues in some states. A proposal 
to permit the establishment of public 
rapid transit agencies is slated for in- 
troduction in the California legisla- 
ture, Other states in which transit 
issues will be raised include Massachu- 
setts, where the legislature will be con- 
fronted with the problems of the 
Boston Metropolitan Transit Author- 
ity. 

Controversy over taxation of co- 
Operatives will be revived in the states 
as well as at Washington. Efforts to 
eliminate tax-exemption privileges en- 
joyed by cooperatives in competition 
with private business have made little 
progress in the states thus far, with 
no present indications that state legis- 
latures will reverse their views in the 
immediate future. 

Proposals to place rural electric co- 


an increasing issue in recent years in Operatives under state public utility 
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“CONSERVATION of natural gas has been an increasing issue 
in recent years in the principal natural gas-producing states, 
with this year to see a continuation of the trend. A revised 
draft of the Interstate Oil Compact Commission’s compre- 
hensive oil and gas conservation law was expected to be 
ready for use by 1949 legislatures. A varied flood of other 
bills on the subject also may be expected.” 
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regulation, as has already been done in 
a number of states, will reappear. Such 
indications as have been offered of leg- 
islative sentiment in the states on this 
subject in the last two years have tend- 
ed toward the belief that rural electric 
co-ops should be placed under complete, 
or at least partial, state regulation be- 
cause of their operation as public utili- 
ties. 

The general trend in state taxes ap- 
pears virtually certain to continue up- 
ward this year, In 1947, the last year 
of heavy state legislative activity, taxes 
were increased by more than half the 
states. New or increased taxes were 
enacted by four states in 1948, even 
though only a few legislatures con- 
vened. 


F , qian revenues from present 
tax sources continue to pour into 
state treasuries at a high level, in many 


instances setting new records, expendi- 
tures also are soaring to new peaks. 
Complete data as to the current ratio 
between state government income and 
outgo are unavailable, but indications 
point to extension of the trend of fiscal 
1947 when an increase of more than 
25 per cent in expenditures by the 
states outdistanced a 17.8 per cent 
revenue rise. 

The growing cost of state govern- 
ment is attributable to broadening of 
services as well as to inflationary pres- 
sures. Solons are increasingly con- 
fronted with mounting demands for 
higher appropriations for highways 
and other public works, more state aid 
for education, housing subsidies, 
bonuses and other aids for veterans, 
liberalized welfare programs, institu- 
tional construction, increased aid to 
political subdivisions, and other pur- 
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poses—all adding up to higher taxes. 

This indicated continuing uptrend 
in state taxes will, of course, carry with 
it an added threat of new or higher 
special levies against utilities, During 
the light year of 1948 legislative activ- 
ity, Virginia upped its gross receipts 
levy on public utilities, while severance — 
taxes affecting natural gas production 
were boosted in Louisiana and .Missis- 


sippi. 


yer facing the prospect of a 
' flood of proposed new and in- 
creased special utility taxes, public 
utilities also will have to share in the 
burden of such new and increased gen- 
eral state taxes as may be enacted. The 
revenue needs of many states are so 
great, unless present and proposed serv- 
ices are sharply curtailed, that new 
funds in excess of those obtainable 
from such sources as special levies 
against utilities must be sought, For 
that reason, the final 1949 legislative 
outcome in the states may leave utilities 
more burdened by new general taxes 
than special imposts. 

New and increased general sales 
taxes and selected sales taxes on such 
products as gasoline, alcoholic bev- 
erages, soft drinks, and cigarettes will 
be widely proposed. The alternative to 
seeking new revenues from sales taxes 
will generally be new or increased 
levies against individual and corporate 
income. In some instances combina- 
tions of sales and income taxes may 
be proposed. 

Motor vehicle fleet operations of 
public utilities face increased costs as 
a result of the highway financing is- 
sue, which will be raised in most states. 
Increased automotive taxes or bond is- 
suance, or both, will be proposed in 
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Increase in State Taxes 


cé HE general trend in state taxes appears virtually certain to con- 

tinue upward this year. In 1947, the last year of heavy state 

legislative activity, taxes were increased by more than half the states. 

New or increased taxes were enacted by four states in 1948, even though 
only a few legislatures convened.” 





more than half the states for expanded 
highway modernization programs. 
This will extend a trend of the last 
two years which saw gasoline taxes 
boosted by ten states, together with 
automotive tax raises and bond issu- 
ance for road purposes in other states. 


A= toward higher taxes at the 
local as well as state level also 
is continuing, with the problem of eas- 
ing the fiscal burdens of municipal gov- 
ernments to be an issue in most state 
legislative sessions. As population and 
real estate tax ratables continue to 
spread out from central city areas, 
municipal officials claim inability to 
rely on saturated property taxes to meet 
inflated operating costs and expanding 
pressure for broadened municipal 
services. They will flood state law mills 
with bills proposing increased state 
financial aid to political subdivisions or 
broadening of local taxing authority, 
or both, 


At least a third of the states have 
taken some action in the last three years 
toward broadening local taxing powers. 
At the same time there also has been 
a steady increase in the amount of fi- 
nancial aid given political subdivisions 
by state governments. According to 
Census Bureau figures, state aid-to 
local governments in 1947 totaled $2,- 
605,311,000, an increase of 24.5 per 
cent over the preceding year. Increased 
state aid to localities has the effect 
either of increasing state taxes or keep- 
ing them higher than otherwise would 
be necessary. 

That public utilities will continue to 
be a major target in the drive for new 
local revenue, where local nonproperty 
taxing authority exists or is given, is 
plainly indicated by the record. Thirty- 
three cities over 10,000 population 
placed new taxes in effect during 1947 
on local private utilities, with the tax 
either on the company’s gross receipts 
or directly on the consumer’s bill, ac- 
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cording to the International City Man- 
agers’ Association. The trend extended 
further during 1948, although a com- 
plete tally is not yet available, In addi- 
tion to such special taxes, municipal- 
ities are increasingly adopting local in- 
come, sales, and many other types of 
taxes affecting utilities as well as other 
businesses. 


| iggrminegess despite broadening 
efforts in that direction, the 
prospects are not bright for early ma- 
jor action toward the elimination of 
overlapping taxation among Federal, 
state, and local governments. There is 
increasing pressure for withdrawal by 
the Federal government from tax fields 
sought exclusively by state and local 
governments, and for accompanying 
curbing of the Federal grant-in-aid 
device. In contrast, however, the talk 
in Washington, without any effective 
opposition from the states, is for in- 
creased expenditures in many fields, 
calling for more rather than less Fed- 
eral taxes, and of new and increased 
Federal-aid programs in such fields as 
social security, education, and others. 

Bills proposing the imposition of 
new curbs on labor unions, such as 
were enacted by many states in 1947, 
will get a chilly reception in most states 
this year and some of the existing so- 
called antilabor measures may be re- 
pealed. Little enthusiasm for restric- 
tive labor legislation was shown dur- 
ing the 1948 state legislative sessions, 
when no such bills were enacted. The 
November election results are being 
interpreted in the states as well as in 
Washington as showing further senti- 
ment against extension of legislative 
curbs on unions. 

Such legislation relating to labor 
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relations as may be enacted by the 
states this year probably will be de- 
signed, for the most part, to provide 
new and stronger conciliation and 
mediation machinery. 


Fegan on the constitutionality 
of state laws banning the closed 
shop and other forms of compulsory 
unionism was awaited at this writing 
from the U. S. Supreme Court, With 
Congress regarded as likely to repeal 
the anticlosed shop provision of the 
Taft-Hartley Act, the question of 
whether the states have the right to out- 
law or regulate compulsory unionism 
assumes obviously increased signifi- 
cance. Some thirteen states now have 
laws prohibiting all forms of compul- 
sory unionism, while six other states 
have statutes regulating the union shop 
and forbidding it under. certain cir- 
cumstances. 

If the Supreme Court upholds the 
validity of state anticlosed shop laws, 
labor forces will make a concerted ef- 
fort to prevent their further adoption 
and to bring about their repeal in states 
which already have them. In the re- 
cent general elections Arizona ap- 
proved a measure effectuating a 1946 
anticlosed shop state constitutional 
amendment, but such measures were 
defeated in Maine and New Mexico, 
and Massachusetts rejected proposals 
to outlaw the closed shop, require elec- 
tion of union officials by secret ballot, 
and require a secret vote of union 
members before a strike. The Massa- 
chusetts vote was particularly signifi- 
cant in view of the fact that the 
electorate of that state in 1946 over- 
whelmingly approved a labor-opposed 
measure requiring unions to file finan- 
cial statements with the state. 
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OUTLOOK FOR STATE LEGISLATION AFFECTING UTILITIES 


HE indicated new _ sentiment 

against restricted labor legislation 
will react against any proposals for ad- 
ditional state laws outlawing strikes in 
public utilities, such as were adopted 
in 1947 by a number of states, includ- 
ing Florida, Indiana, Massachusetts, 
Michigan, Missouri, Nebraska, New 
Jersey, Pennsylvania, Texas, Virginia, 
and Wisconsin, A new outbreak of 
utility strikes, however, would quickly 
change the outlook, Most of the pres- 
ent laws of this type provide for com- 
pulsory arbitration, although some rely 
mainly on stringent penalties to make 
strikes unprofitable. Some provide for 
state seizure and operation of utilities 
when a strike is threatened ; others pro- 
vide for seizure only after a strike has 
occurred. 

Constitutionality of the general pat- 
tern of the state antiutility strike laws 
will remain clouded until a test case 
reaches the U. S. Supreme Court. New 
Jersey’s law was upheld by a lower 
court judge, who held that a union had 
no inherent right to strike when it 
would cause: great injury to the pub- 
lic. Michigan’s antiutility strike law 
was invalidated by the state supreme 
court but on the minor grounds that 
it improperly required circuit court 
judges to sit as members of arbitra- 
tion boards in disputes involving public 


utilities. While the Michigan law’s 
validity could be restored by the 1949 
state legislature, the state’s new Demo- 
cratic governor, G. Mennen Williams, 
has proposed repeal of the entire 1947 
Michigan labor regulatory act of which 
the antiutility strike provisions were a 
part, It has been proposed that Wis- 
consin’s antiutility strike law, now be- 
ing tested in the courts, be extended by 
the legislature to cover workers in mu- 
nicipal and state-owned utilities, 


— unemployment compensation 
tax contributions by employers 
and more liberal benefits to recipients 
will again be sought in many states in 
extension of a trend which saw such 
measures enacted by at least nineteen 
states in the last two years. There is, 
of course, a limit to how far this trend 
can go and in some states an increase 
in employer contributions already is 
reported not far distant, even with a 
continuing high level of employment. 
More stringent enforcement of unem- 
ployment compensation administration 
will be widely proposed. 

State legislation in the unemploy- 
ment compensation field may be af- 
fected by developments in Congress, 
where there will be proposals for ex- 
tension of coverage to persons now ex- 
cluded because they are employed by 
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“Motor vehicle fleet operations of public utilities face in- 
creased costs as a result of the highway financing issue, which 
will be raised in most states. Increased automotive taxes or 
bond issuance, or both, will be proposed in more than half the 
states for expanded highway modernization programs. This 
will extend a trend of the last two years which saw gasoline 
taxes boosted by ten states, together with automotive tax 
raises and bond issuance for road purposes in other states.” 
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small firms and for liberalized benefits. 
The states have been moving on their 
own initiative toward broader cover- 
age and more liberal benefits, with this 
trend likely to be speeded by the pros- 
pect of possible further Federal action. 
Cash sickness benefit systems, de- 
signed to compensate workers for loss 
of wages while absent from employ- 
ment because of nonoccupational sick- 
ness or disability, will be widely pro- 
posed but are unlikely to spread rapidly 
until more experience is built up by the 
three states which have already adopted 
them. New Jersey is now putting such 
a program into operation. Giving em- 
ployers the option of self-insurance, 
commercial insurance, or state-oper- 
ated insurance, the New Jersey pro- 
gram will be supported by payroll de- 
ductions, plus employer contributions. 
It is patterned after a California cash 
sickness law, which went into effect in 
1946. A cash sickness law in effect in 
Rhode Island for nearly a decade dif- 
fers from the other two state systems 
in that it has an exclusive state fund 
with no optional private coverage. 


" Pyearabeanrgyes health insurance pro- 
grams, providing prepaid medi- 
cal care, supported either wholly or 
partially by employers, may be pro- 
posed in some states but appear unlike- 
ly to get far unless Federal legislation 
of this type calling for state participa- 
tion is enacted. The trend in the states 
is more likely to be towards cash sick- 
ness benefit systems than outright com- 
pulsory health insurance. 

Proposals for state wage-hour laws 
modeled after the Federal Fair Labor 
Standards Act will be pressed with 
greater vigor in state legislatures, 
many of which, like Congress, picked 
JAN. 20, 1949 


up a greater number of “New Deal’- 
minded solons at the November elec- 
tion. While no state has yet enacted a 
replica of the Federal wage-hour law, 
support for such measures will be 
stronger in 1949 than at any time since 
the early days of the Federal act. Even 
without the new complexion given 
prospects for such legislation by the 
recent election, the states have been 
moving steadily deeper into regulation 
of wages and hours, with at least four 
states now directly or indirectly ex- 
tending minimum wage order coverage 
to men as well as women and minors 
and with a trend in recent years toward 
upward revision of minimum wage 
levels under such orders. 

Also likely to continue is the spread- 
ing trend of recent years toward lib- 
eralization of workmen’s compensation 
laws through increased benefit rates, 
enactment of new occupational disease 
laws, and establishment of second in- 
jury funds, Such liberalizing legisla- 
tion has been enacted by more than half 
the states in the last two years, while 
Mississippi’s 1948 legislature enacted 
a workmen’s compensation law for the 
first time. Mississippi for years had 
been the only state in the nation with- 
out such a statute. 


LONG with liberalization of work- 
men’s compensation laws, state 
legislatures will give increasing atten- 
tion to measures designed to promote 
greater industrial safety. 

Fair employment practices acts, out- 
lawing racial and religious discrimina- 
tion in employment, will again be pro- 
posed in many legislatures. Progress 
claimed to have been achieved in the 
four states which have already adopted 
such laws will be cited by proponents. 
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Regulation of intrastate air trans- 
portation will be among the 1949 legis- 
lative issues, More than a dozen states 
in recent years have established or ex- 
panded aeronautics commissions for 
the regulation of intrastate aviation, 
with further similar action likely. 
There also will be a broadening of the 
trend toward granting new and in- 
creased state aid to localities in match- 
ing Federal-aid airport funds. 

Proposals for further extension of 
the trend of recent years toward liber- 
alization of motor vehicle size and 
weight restrictions will be widely 
pressed. Such measures have been en- 
acted by at least twenty-two states in 
the last two years, but may find tougher 
sledding this year as a result of efforts 
of opponents to blame deteriorated 
highways in some states on heavy 
trucks. 

Of interest to transit companies, 
bills designed to aid cities in attempt- 
ing to provide adequate parking facili- 
ties and otherwise relieve urban traffic 
congestion will be proposed in many 
states. 

Legislation which gives municipali- 
ties new or broadened powers to pro- 
vide off-street parking facilities has 
been increasingly enacted in recent 
years. 


Pp UBLIC utility firms engaged in mer- 
chandising appliances may be af- 
fected by general legislation relating to 
retail merchandising and pricing. Ef- 
forts probably will again be made to 
add Missouri, Texas, and Vermont to 
the forty-five states which now have 
fair trade laws, permitting manufac- 
turers to establish minimum resale 
prices for their products. At the same 
time, opponents of fair trade legisla- 
tion are reported planning to seek re- 
peal of such measures in some of the 
states which now have them. 

Unfair trade practices acts also may 
be raised as legislative issues in some 
states. Now effective in about eighteen 
states, these measures follow a pattern 
prohibiting the sale of product at a price 
lower than its invoice or replacement 
cost, plus the cost of doing business, 
which, in the absence of proof to the 
contrary, is usually deemed to be 6 per 
cent. 

A trend toward the enactment of 
new and broader laws seeking to curb 
abuses in the field of instalment sell- 
ing appears likely to spread during the 
year. Some nine states already have 
such laws, with some intended only to 
require full disclosure of all charges 
and terms while others regulate inter- 
est rates. 
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HE [Federal] budget three years after the first World 
War was about $4 billion per annum, whereas three 


years after the second World War it is $40 billion. 

“There are insufficient savings left-in the hands of the people 
to repair, maintain, and improve the tools of production and 
distribution upon which our standard of living depends. 

“These figures obviously indicate the necessity for important 
structural changes in the government to secure the maximum 


efficiency and economy.” 


—HeErsert Hoover, 
Former President of the United States. 
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Public Utilities 
In the White House 


This month there will be another presidential in- 
auguration at the White House, which is now being 
overhauled to give it, among other improvements, the 
most modern and complete public utility service 
available. But it wasn’t always so, as this interesting 


review well demonstrates. 
By ROSCOE AMES* 


N January 20, 1949, Harry S. 
O Truman will be inaugurated, 

in his own elected right, as the 
thirty-second President of the United 
States. But it will be 1950 before he 
can really move back into the White 
House for a reception and subsequent- 
ly live in it with his family for the bal- 
ance of his tenure. 

President Truman will find the 
White House recently improved in 
every respect, including public utility 
services. 

Yet it is an interesting and some- 
what surprising commentary on a 
relatively short span of commonplace 
utility services, generally, that water 
was not piped into the White House 


*Professional writer, Washington, D. C. 
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until 1833—only 116 years ago. Be- 
fore that Chief Executives of our na- 
tion had to be content with outdoor 
pumps and such elementary indoor 
drinking and sanitation facilities as 
could be provided by slaves bringing 
water from a spring house located 
across the street (Pennsylvania 
avenue) in what is now known as 
Lafayette park. 

But to go back to the beginning of 
this little review of public utility serv- 
ices and how they came to the White 
House—the original plan for the 
White House was the result of a prize 
of $500. It was on March 14, 1792, 
that the commissioners of the “Terri- 
tory of Columbia” offered such a prize 
for the “most approved plan, if adopt- 
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ed by them, for a President’s house 
(sic) to be erected in this city.” The 
prize was won by James Hoban, a bril- 
liant young Irish architect, educated in 
Dublin, who had immigrated to 


Charleston, South Carolina, in 1785. 
The structure was commenced in that 
same year with slave labor and some 
imported carpenters and masons whose 
prevailing wage scale was $1.25 a day. 


HE first occupant of the barely 

completed structure was John 
Adams, inaugurated in 1797, Although 
heroic in design, it was so crude and 
unfinished in the interior as to cause 
the First Lady, Abigail Adams, to 
complain bitterly over the lack of fire- 
wood which nobody seemed to be in- 
terested in cutting or drawing from 
the surrounding wilderness which is 
now the populated national capital. She 
complained of the lamps “taxing” her 
efforts and those of the servants to keep 
the place lighted. 

Thomas Moore, the Irish poet, who 
visited the city during the Jefferson ad- 
ministration, spoke of the White 
House of this period as follows: “The 
President’s house, a very noble struc- 
ture, is by no means suited to the 
philosophical humility of its present 
possessor, who inhabits but a corner of 
the mansion and abandons the rest to 
a state of uncleanly desolation.” 

The War of 1812 brought the 
British Red Coats with their torches 
to the city of Washington and they 
made plenty of light in the White 
House—burning it down in fact. But 
again Hoban was commissioned, fol- 
lowing the peace treaty, to reconstruct 
the executive mansion. Mrs. Monroe, 
wife of the fifth President, saw to it 
that the new White House was brightly 


illuminated. Her bill for $100 for wax 
used in lighting a single presidential 
party was judged as a regal extrava- 
gance. Indeed, it might so be regarded 
today, in view of the fact that the elec- 
tric illumination of the White House, 
at prevailing District of Columbia 
electric rates for the same number of 
rooms, would scarcely amount to more 
than $1 and provide much more illumi- 
nation, 

John Quincy Adams aroused some 
criticism for swimming in the Poto- 
mac, which he preferred to taking occa- 
sional baths in the great wooden 
chamber tubs with water drawn from 
the Lafayette park spring and heated 
in great kettles in the White House 
fireplace. 

This gave rise to an anecdote 
concerning Anne Royall, one of the 
earliest ladies of the press and so-called 
“mother of yellow journalism.” She 
boasted of having interviewed every 
President from Washington to Lincoln 
included. But Adams almost spoiled 
her record by refusing, in his own dour 
way, to permit an interview. 

According to the story, sharp-witted 
Anne watched until President Adams, 
accompanied by his son, John, had 
come down to the Potomac river 
(which then flowed within a few hun- 
dred feet of the south entrance of the 
White House). While he was im- 
mersed in cold water up to his chin, 
she came out from behind the bushes 
onto the bank of the Potomac and sat 
down on his clothes. She demanded 
that he answer her questions. Con- 
servative biographers doubt this story, 
however, on grounds that John Quincy 
Adams was too stubborn to give in on 
anything he wished to do, even for rea- 
sons of convention. 
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[’ was in 1833 that water was piped 
to the White House, not only for 
kitchens and pantries, but also for the 
hot and cold shower baths and even 
water closets! This shower bath con- 
traption was something new which the 
Federal government desired to experi- 
ment with. But Congress still made 
the President supply his own fuel for 
heating. The old open fireplaces con- 
tinued to heat bare walls inadequately, 
as in the days of the complaining Abi- 
gail Adams. The lighting decorations 
of the White House were improved 
with resplendent chandeliers during 
the Jackson administration and it was 
estimated that the East Room, alone, 
had 180 lamps, 

Transportation to the White House 
also was improved during Jackson’s 
administration with the macadamizing 
of Pennsylvania avenue and the estab- 
lishment of the first horse-drawn bus 
system, 

But it was during the administration 
of Martin Van Buren that comfortable, 
if not elegant, living came to stay at 
the executive mansion. The plumbing 
was overhauled, especially the kitchen 
drainage which had been giving 
trouble. A hot-air furnace was in- 
stalled, although it in turn gave some 
trouble. The unprecedented sum of $7,- 
000 was reportedly spent for lamps and 
candlesticks. Van Buren also made 
some attempt to give himself and his 
family a little domestic privacy. In- 


2 


stead of permitting the White House 
to be operated on a public museum 
basis, visitors were welcomed only at 
stated hours. Even Congressmen who 
had previously tramped in and out of 
the place, virtually at will, were re- 
stricted to special visits, by appoint- 
ment, and several state celebrations. 

This irked some of the old-timers in 
Congress. It resulted in the so-called 
Ogle Report, which sarcastically re- 
ferred to Van Buren as “Martin the 
First.” The Ogle Report wrongfully 
railed against Van Buren as being the 
first President who was such an aristo- 
crat that he had to have a private bath 
of his own, Yet the bathroom, as such, 
had been installed during the Monroe 
régime. Van Buren had merely im- 
proved it, along with other house re- 
pairs. The Ogle Report even criticized 
the food served at the White House. It 
demanded to know why the President 
could not be content with “good Ameri- 
can fried meat and gravy or hog and 
hominy” served “with a mug of hard 
cider.” 


HITE House communications 

with the outside world profited 
immediately with the opening of the 
first telegraph line between Baltimore 
and Washington in 1843 during the 
administration of John Tyler. The first 
telegraph terminal in Washington was 
in the old Baltimore & Ohio station 
near the Capitol, from which a corps of 


the B&O Railroad: “It is said we shall soon all be in the 


q In 1865 Abraham Lincoln wrote to President Garrett of 


dark here, unless you CAN bring coal to make gas. . . . I only 
write you to say, IT IS VERY IMPORTANT TO US; and not to 
say that you must STOP supplying the army to make room to 
carry coal. Do all you can for us in BOTH MATTERS.” 
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couriers handled incoming and out- 
going dispatches to various Federal 
offices. By 1845, during the admin- 
istration of James Polk, the White 
House and State Department had their 
own connections. 

In 1845, during the occupancy of the 
eleventh President, James Knox Polk, 
the first real bathtub was installed in 
the White House. It was a huge coffin- 
like affair constructed of solid ma- 


hogany planking lined with zinc. If. 


this innovation of barely more than a 
century ago sounds strange in our ears 
today, when bathing is accepted as a 
commonplace necessity of personal 
hygiene, it must be remembered that 
until fairly late in the Nineteenth Cen- 
tury there was considerable debate, 
even in medical centers, on the’neces- 
sity or desirability of frequent bathing. 
As late as 1844 an ordinance in Phila- 
delphia forbade bathing between No- 
vember 1st and March 15th. An earlier 
Boston ordinance even prohibited 
bathing except on medical advice. So 
we cannot really look down our noses 
at our early Presidents when they were 
merely following the customs of their 
day. After all, when such a dandy as 
Frederick the Great boasted that he 
never took a bath in his life and 
scorned the use of knife and fork as 
of French effeminacy, our American 
statesmen of the early Nineteenth Cen- 
tury may be considered as living in the 
odor of respectability for their times. 
Gas utility service came to the White 
House on December 29, 1848—just a 
century ago. The Washington Gas 
Light Company, which celebrated its 
centennial last year, had only received 
its charter of incorporation on July 8, 
1848, a day after the President had 
dedicated the cornerstone for the 
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Washington Monument. It was not 
the first gas utility company in 
America. That honor goes to Balti- 
more where Rembrandt Peale, noted 
painter, and associates had incorporated 
a company in 1816—only four years 
later than King George III had 
chartered the first gas company in the 
world in London. 


HE Boston Gas Light Company 

was organized in 1822 and a New 
York Gas Light Company in 1824. 
New Orleans got gas in 1832, Phila- 
delphia 1836, Cincinnati 1840, and St. 
Louis in 1845. As early as 1841 indi- 
vidual gas-making installations had 
been successfully demonstrated in 
Washington by the Jesuit Fathers at 
Georgetown College and Robert Grant 
in the Treasury building across the 
street from the White House. Further- 
more, Congress also had authorized 
James Crutchet, a gas pioneer, to con- 
struct, in 1847, a gas plant and holder 
on the Capitol grounds to serve a huge 
light on an 80-foot wooden mast placed 
on the dome of the Capitol. This 
Capitol installation was never too suc- 
cessful—certainly not so successful as 
the regular public utility gas service 
furnished to the White House by the 
Washington Gas Light Company. This 
company now enjoys the distinction of 
being the first public utility chartered 
by Congress and still in operation. Its 
original charter was signed by Presi- 
dent Polk with various amendments 
over the intervening years signed by 
Presidents Pierce, Lincoln, Grant, and 
Franklin D. Roosevelt. 

But it was not until the administra- 
tion of President Fillmore in 1850 that 
the White House was even equipped 
with a cooking stove. Prior to that, 
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First Telephone at the White House 


. wi Bun: telephone first came to the White House in 1878—only two 

years after Alexander Graham Bell had discovered the principle 

of electromagnetic telephony and obtained a patent for its invention, 

Old records show that a pioneer telephone company solicitor called on the 
White House as early as Christmas Eve, December 24, 1877.” 





cooking had been accomplished by the 
great open fireplaces and stone bake 
ovens in the White House basement 
just as in the days of Abigail Adams. 
The colored cook who had been, for 
years, in charge of the complicated sys- 
tem of brackets, kettles, spits, grills, 
and trivets which went along with fire- 
place cooking, was insulted at the new- 
fangled cooking device. And, in truth, 
nobody in the White House, including 
the President, had the slightest idea as 
to how it worked. It was necessary to 
call on the Commissioner of Patents 
for information, 

With the introduction of gas, illumi- 
nation and cooking in the White House 
reached a certain degree of modernity. 
In Lincoln’s administration it was even 
used to heat water which was piped 
into the White House from the Poto- 
mac river. This eliminated the old 
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Lafayette park source of water across 
the street. Yet wax candles and lamps 
persisted. Pendel, one of the White 
House aides during Lincoln’s time, de- 
scribes how long strips of wood were 
nailed across the outside of the White 
House windows to give additional 
illumination during parties. They were 
studded with smaller nails on which 
tallow candles were stuck, tier on tier. 
Another account of a White House 
party during Lincoln’s administration 
recalls the dancers getting tallow on 
their clothing from some candles over- 


head. 


uT still the cavernous interior of 
the White House defied the cen- 

tral heating and fireplace facilities of 
those days. Contemporary news ac- 
counts of Grant’s inaugural ball relate 
how the guests were so cold that they 
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danced with their overcoats on, while 
forty canaries, placed in gilded cages 
about the rooms as decorations, froze 
todeath. It was not until the occupancy 
of President Chester A, Arthur in 
‘1881 that the White House got a really 
adequate boiler installed, sufficient to 
do a fair job of central heating. 
Refrigeration facilities prior to the 
Lincoln administration had been con- 
fined to crude ice lockers. An amusing 
incident happened during the closing 
days of Andrew Jackson’s administra- 
tion when a great cheese weighing 
nearly a couple of tons had been sent 
to the President as a gift from his ad- 
mirers. Not knowing what else to do 
with it, Old Hickory let it stay in the 
vestibule of the White House until its 
aroma began to be too noticeable for 
comfort. Then he ordered two men 


with long knives to cut it up into small 


one- to two-pound pieces, and gave it 
away to the inhabitants of Washing- 
ton. In a few hours, the whole cheese 
had disappeared, leaving behind it a 
smell which lasted for sometime. 
During the Hayes administration 
in 1877, the refrigeration facilities at 
the White House had improved to the 
point where Mrs. Hayes could serve 
250 gallons of ice cream at a single re- 
ception—an item which was then re- 
garded as a prodigious accomplishment 
of White House hospitality. 
Electricity finally came to the White 
House during the administration of 
Benjamin Harrison who was inaugu- 
rated in 1889, This was almost a 
decade after Thomas Edison had 
opened the nation’s first central electric 
station for public utility service at 
Pearl street in New York in 1882. Not 
only the White House, but also the 
near-by State, War, and Navy Depart- 
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ment buildings were wired for illumi- 
nation. The wiring was of the primi- 
tive sort, practiced in that day, making 
use of gas fixtures and gas pipes as con- 
duits for wiring in many of the rooms. 

Neither President Harrison nor his 
successor, Grover Cleveland, were too 
sure about the electrical installations. 
It is recalled that President Cleveland 
insisted on all light sockets being 
turned off when not in use. When a 
White House aide once pointed out 
that such a precaution was not neces- 
sary for an empty socket (quite a com- 
mon occurrence of those days of rela- 
tively scarce bulbs), Cleveland is said to 
have replied: “You had better turn it 
off anyhow; the electricity may escape 
in some way.” 


HE telephone first came to the 
White House in 1878—only two 
years after Alexander Graham Bell 
had discovered the principle of electro- 
magnetic telephony and obtained a 
patent for its invention. Old records 
‘show that a pioneer telephone company 
solicitor called on the White House as 
early as Christmas Eve, December 24, 
1877. The notation on this first visit 
was “not at home.” The city of Wash- 
ington was always close to the heart of 
the felephone inventor. It was in 
February, 1875, that Bell put off all 
pupils and classes and visited Washing- 
ton, D. C., to call upon Professor 
Joseph Henry, the distinguished 
American scientist who was the secre- 
tary of the Smithsonian Institute. Bell, 
upon his return to Salem, Massachu- 
setts, wrote to his parents that Henry 
had greatly encouraged his experi- 
ments and had urged him to persevere 
in them. Later on Bell established a 

home in Washington. 
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The first published telephone direc- 
tory for Washington, D. C., bears the 
date of April 8, 1879, and was issued 
by the old National Telephone Ex- 
change. This was the original tele- 
phone organization serving the city of 
Washington, and was established in 
1878 on the initiative of the late 
George C. Maynard. The Maynard 
records are in the possession of the 
Chesapeake & Potomac Telephone 
Company, which succeeded the old Na- 
tional Telephone Exchange. 

It is noteworthy that the list con- 
tained only 126 subscribers with num- 
bers. 


Telephone “No. 1” naturally went | 


to the White House, listed alpha- 
betically as “Executive Mansion.” 
“No. 2” went to the Capitol, in the 
Senate corridor. But apparently the 
House of Representatives and the U. 
S. Supreme Court had to get along, at 
that time, without telephones of their 
own because “No. 3” was listed as a 
private subscriber—being none other 
than the Associated Press head- 


quarters. Two other government sub- , 


scribers appeared to be the Department 
of Agriculture (““No. 105”) and the 
Treasury (“No. 4”). The ranking but 
conservative Department of State 
waited until a little later before install- 
ing the newfangled contraption. Sev- 
eral of the names appearing on this list 
are firms and individuals still living 
and active in Washington business and 
social life. 


e 


HITE House attachés were at 

first skeptical or at least indiffer- 
ent to the utility of the telephone, be- 
cause of the extensive telegraph system 
of communication which had been 
established with the White House. 
Telegraph connections were there ever 
since the administration of James K. 
Polk (beginning in 1845), and they 
were greatly expanded during the Civil 
War days under pressure of military 
operations during the administration 
of President Lincoln. 

One incident dramatized the tele- 
phone from the standpoint of White 
House history. That was the day of 
September 6, 1901. The President was 
attending the Pan American Exposi- 
tion at Buffalo, New York. Things 
were pretty quiet in the executive man- 
sion, as they usually were in the ab- 
sence of the Chief. Suddenly a call 
came through on the single old- 
fashioned telephone sitting neglected 
in one corner of the White House 
offices. A_ presidential secretary 
answered it and turned around with the 
momentous news, “President McKin- 
ley has been assassinated.” It was to be 
the forerunner of so many historic 
long-distance communications, via 
telephone, which were climaxed by the 
almost nightly transatlantic conversa- 
tions which the late President Franklin 
D. Roosevelt used to have with Prime 
Minister Churchill of England during 
World War IT. 

The really great restoration of the 


Wilson, and heating with natural gas during the term of 


q “MovIne pictures came to the White House with W oodrow 


Herbert Hoover. President Franklin D. Roosevelt witnessed 


many of the extensive improvements in the utility facilities 
in the White House during his long tenure.” 
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PUBLIC UTILITIES IN THE WHITE HOUSE 


White House came during the admin- 
istration of President Theodore Roose- 
velt. It is described in a report of the 
architect to the 57th Congress, Senate 
Document No. 197, Government 
Printing Office, in 1903. (It was 
Teddy, incidentally, who first started 
to use the name “White House” offi- 
cially.) Its author was Charles F, Mc- 
Kim who had the responsibility of 
carrying out many of the splendid im- 
provements which characterize the 
structure today. But actually the same 
noble lines of the main building are the 
identical results of the original concept 
of the original architect, James Hoban, 
who supervised the building of the first 
White House and its restoration after 
the burning by the British in 1814. Ho- 
ban was honored by the American In- 
stitute of Architecture in 1929 in a 
somewhat belated recognition. of his 
genius, 

Moving pictures came to the White 
House with Woodrow Wilson, and 
heating with natural gas during the 
term of Herbert Hoover. President 
Franklin D. Roosevelt witnessed many 
of the extensive improvements in the 
utility facilities in the White House 
during his long tenure. These included 
the complete renovation of the kitchen 
in 1935. It was restored to its original 
position near the front (north) of the 
building after having been switched, 
during the Lincoln administration, be- 
cause Mrs. Lincoln felt it was in the 
shadow of the great porte-cochere, 
over the north entrance, making it too 
dark for the kitchen help to work in 
the poorly lit basement rooms of that 
day. 


HE Franklin Roosevelt kitchens 
became a marvel of modern utility 
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elegance — almost befitting a great 
hotel, with all sorts of electrical appli- 
ances and refrigeration facilities. Mod- 
ern electric elevators and dumb-waiters 
were installed. President Franklin D. 
Roosevelt, himself, invented a sort of 
combination portable hot and cold 
food-serving container device. This 
moved on small rubber-tired wheels, 
enabling the President to serve his 
luncheon guests with hot and cold 
foods simultaneously, while sitting in 
his office—an informality of which he 
was very fond, 

The recent improvements in the 
White House, which were so exten- 
sive that President Truman has been 
compelled to live across the street in 
the Blair House, are more in the nature 
of interior structural renovation, to 
take care of weakened floors, ceilings, 
stairways, and so forth. The whole 
job is scheduled for completion some- 
time next year and probably in time for 
the sesquicentennial celebration of the 
founding of the city of Washington. 
When that occurs, the White House 
should present the finest and most mod- 
ern living quarters, from the stand- 
point of splendid utility services, com- 
parable to many wealthy mansions and 
doubtlessly superior to most of the 
castles of foreign rulers. 

White House visitors of the future 
will see the marvels of clean natural gas 
heating, air conditioning in the sum- 
mer time, up-to-the-minute electrical 
illumination and appliances of all 
kinds, with giant interior automatic 
telephone switchboards and _ other 
facilities, including, of course, radio, 
television, moving pictures, and even 
an interior swimming pool. It will be 
difficult for the visitor to realize that 
little more than a century ago even the 
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President had to do his bathing in the 
Potomac and warm his hands at an 
open fireplace while carrying on his na- 
tion’s business through the awkward 
communication of couriers on horse- 
back, bringing handwritten dispatches 
written under the light of oil lamps. It 
is something to remember the next 


time somebody repeats that old saw 
about “a hundred years from now it 
won’t make any difference.” If the 
changes in the next hundred years are 
as extensive as those in the past, the 
White House in the year 2049 should 
really defy the imagination of any 
man or woman now alive. 





Section of 1848 Gas Pipe Found in 
White House 


eg one hundred years to the day after the newly 
installed gas system of the White House was turned 
on, workmen uncovered a section of one of the original pipes 
while dismantling the interior of the presidential mansion. 

“That is just one of many oddities being found as workmen 
probe the walls and floors of the 150-year-old mansion, Lorenzo 
S. Winslow, White House architect, disclosed. .. . 

“When the work of renovating and fireproofing the historic 
residence actually is started, the interior will be little more than 
a hollow shell. 

“Mr. Winslow is saving the hand-carved mahogany doors, 
mantelpieces, window frames, plate glass, and other perma- 
nent fixtures associated with the White House since its earliest 
years. These fixtures, of course, will be restored to the ‘new’ 
mansion. 

“A 4-foot length of one of the original lead gas pipes was 
uncovered when the plaster was removed from the wall of 
one of the second-floor rooms. 

“The White House gas was turned on December 29, 1848, 
according to the records. That was near the end of President 
Polk’s term. It remained for the family of the incoming Presi- 
dent, Zachary Taylor, to enjoy to the fullest the convenience of 
that then-modern mode of lighting. 

“Another ‘find’ consisted of sections of original handmade 
lead water pipes, believed installed in 1840. This pipe, Mr. 
Winslow said, brought water to the White House from a spring 
in the area of what is now Franklin square, Fourteenth and K 
streets, N.W. Other pipes led to a cistern east of the mansion. 

“It will be possible to salvage much of the flooring in the 
building. Workmen wanted to find out the condition of the 
floors in the second-floor rooms. Under the maple wood sur- 
face, laid in 1902, they found the original flooring of hard pine. 
A great deal of the interior of the White House dates back 
only to the repairs done at the turn of the century.” 

—Excerpt from The (Washington, D. C.) 
Evening Star. 
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Profits Tax Losing Punch? 


s the 8lst Congress opened its ses- 
A sion amid widespread talk of reviv- 
ing the excess profits tax on business, 
there was a noticeable drop in the pitch 
of enthusiasm for such a measure even 
among the prolabor group. The explana- 
tion seems to be that, prior to the actual 
opening of Congress, a good many fresh- 
men Congressmen had been taking their 
advice directly from labor union camps. 
An excess profits tax finds much favor in 
these camps because it would put man- 
agement in the position of making a 
choice between bowing to new wage de- 
mands or sending the money to Wash- 
ington in the form of Federal tax col- 
lection. Union leaders figured that the 
unions would make out well under any 
such choice. 

But when the freshmen got to Wash- 
ington and rubbed elbows with old-line 
leaders in Congress, a different view- 
point began to make itself felt. Respon- 
sible leaders in Congress are now ap- 
prehensive over taking the responsibility 
for doing anything which may contribute 
to a possible recession. recession 
bugaboo is haunting even the leftish con- 
gressional quarters—meaning those who 
never worried too much about such de- 
velopment provided it came under Re- 
publican congressional auspices, 

Signs of flagging enthusiasm on ex- 
cess profits tax were seen in two Demo- 
cratic statements. Representative Mc- 
Cormack of Massachusetts, majority 
leader of the House, told a pre-New Year 
press conference that business “has 
nothing to fear from the Truman 
administration.” 

The Democratic party and the ad- 
ministration, Representative McCor- 
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mack said, would give the nation 
“sound and progressive” legislation. His 
comment was offered as Representative 
Monroney, Democrat of Oklahoma, a 
strong supporter of President Truman, 
expressed hope that the forthcoming 
Congress would not be asked to reimpose 
the excess profits tax. 


F the Treasury must have additional 
funds, said Representative Mon- 
roney, a high-ranking member of the 
House Banking Committee, he is pre- 
pared to offer legislation to increase the 
present corporation income tax. 
Representative Monroney disclosed 
that he had discussed his ideas with Sec- 
retary of the Treasury John W. Snyder, 
but did not reveal Secretary Snyder’s 
views on methods of increasing Federal 
taxes. Secretary Snyder is known to be 
opposed to the excess profits tax in peace- 
time and has been represented as urging 
President Truman to refrain from ask- 
ing the next Congress to reénact the tax, 
despite the enthusiasm for it in New 
Deal quarters. Representative Monroney 
made the following comment: 


I personally think there should be an in- 
crease in the normal corporation income tax 
rather than an excess profits tax and I have 
discussed an increased graduated corpora- 
tion tax with Secretary Snyder. 


Mr. Monroney apparently is one of the 
members of the House who are con- 
vinced that the Treasury will run into a 
deficit in the fiscal year, ending June 30th, 
unless government revenue is increased. 
His view, however, is not now shared by 
Representative Robert L. Doughton, 
Democrat of North Carolina, chairman 
of the House Ways and Means Com- 
mittee. 
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The Battle of Kilowatts 


Wt the State Department openly 
admitting that it had orders to 
block Governor Dewey’s plan for a state- 
Province independent power develop- 
ment on the St. Lawrence river, friends 
of the oft-rejected seaway proposal are 
taking new hope. They see in the 81st 
Congress the brightest chances of suc- 
cess for a joint seaway-power program 
than at any time in thirty years. At the 
same time it was generally conceded that 
failure of the Federal scheme in the 81st 
Congress would mean revival of Gover- 
nor Dewey’s proposal after the congres- 
sional session closed, and perhaps the 
death knell of an independent seaway 
scheme for some time. 

The State Department turned thumbs 
down on the petition of New York state 
to go ahead with the power-generating 
feature of the improvement. It declared 
that the power and navigation elements 
in the seaway-should be launched simul- 
taneously and said that the project should 
be put before Congress again. 

Seaway advocates welcomed this news 
because they feared that any separa- 
tion of the two parts of the project would 
diminish the chances of the improvement 
as a navigation project. New York state, 
having got the benefit of the power in 
which it is chiefly interested, would, they 
believed, lose interest in the rest of it. 

Governor Dewey, outraged by what 
some Albany commentators regarded as 
“obstructionist tactics” and “dog-in- 
the-manger” attitude, accused President 
Truman of playing politics, a compli- 
ment which Mr. Truman returned. Ac- 
tually President Truman is carrying out 
a promise he made during the campaign 
when he said at Duluth that he would 
oppose the piecemeal development of the 
project. But there is no evidence that 
New York or other eastern seaboard port 
states are rushing to join with the interior 
states to resume efforts to get the agree- 
ment with Canada approved by Congress. 

The need for Labrador ore has 
brought some new support for the sea- 
way and has caused some of the major 
opponents of the past to change sides. 


JAN. 20, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


102 



























Reclamation Bureau Estimates § At th 
sisted * soul-s 

Ke possibility that Reclamation Bu sectio 
reau might underestimate the cost in the 

of proposed projects in order to get pre po 


liminary approval of Congress has been 
raised by William Voigt, Jr., of the Izaak 
Walton League. Voigt gives the amount; 
by which various projects have been un 
derestimated at the outset, as determine( 
by the final cost or latest estimates a 
follows: 

Grand Coulee, $36,086,565; Yakima 
$39,848,248; Wickiup, $416,353 ; Owy. 
hee, $1,049,297; Umatilla, $4,240,292 
Shasta dam, $52,909,422; Friant da 
$7,188,001; Orland, $1,798,670; All 
American canal, $33,098,890; Klamath 
Tule Lake, $2,042,125; Minidoka, $25, 
227,385; Hoover dam, $37,792,752 
Parker dam, $2,149,336; Central Valley 
project of California, $238,297,580 
Okanogan, $952,129; and Black Canyon 
project in Idaho, $144,768. 
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To this list, of course, can be added on 
the Colorado-Big Thompson project a 
which was estimated originally at les# power, 
than $50,000,000 and now is likely tq will be 
cost more than $130,000,000 before it ig Tere 
finished. The I 

In recent years construction costs havéflanother 
spurted from time to time more thammcity t 
engineers had any reason to believe theyfiibut Mc 
would. Prices of wages, machinery, andiilte “soal 
materials have gone way up. to opers 

The Denver Post, generally favorablq 
to Reclamation projects, editorially com 
mented on Voigt’s figures as follows: Ga: 


One reason project costs have risen i 


HE 
that the Reclamation Bureau has had a habi 


of planning a modest project to start with A yey 
and then adding new reservoirs, canals, ant orced 
power plants after work got under way. [igh deb 
Were those new features “afterthoughts MMfor com: 
or did the bureau have them in mind al Actua 
along and keep quiet about them until @ 
had succeeded in getting congressional apay* t year 
proval for the start of work? _ Before tl 
That question seems to involve the inffrates. T 


tegrity of the policy-making officials in th 


bureau. We in the West like to believe thagg "Pant 


our reclamation projects have so much meriji nd 48,4 
behind them that no subterfuge, such as th The F 
misstating of cost estimates, should 4 neCanswer t 
essary to gain congressional approval. _[Bher 
Perhaps it would be a healthy thing ! i be 


Congress did a little looking into the est! 
mating practices of the Reclamation Burea 


olf ha 


WASHINGTON AND THE UTILITIES 


At the same time Congress might do some 
soul-searching to determine whether narrow, 
sectional opposition to reclamation projects 
in the past might have made the bureau 
canny about taking Congress into full 
confidence. . 


| pire te BurREAu, meanwhile, is 
preparing to take advantage of con- 
tinued reports of power shortages in the 
West as justification of more and bigger 
projects. H. F. McPhail, director of 
power utilization, told a Washington re- 
porter just before Christmas that in his 
opinion the recent National Security Re- 
sources Board survey of the nation’s 
power supply did not reflect the serious- 
ness of the situation in Arizona, central 
(California, Wyoming, eastern Montana, 
and North and South Dakota. 

Contending that the country has lagged 
greatly in starting the construction of 
hydroelectric projects to help meet grow- 
ing western needs, McPhail said: 

One of the most serious things is the rapid 
construction of fuel-burning plants. In Cali- 
fornia, these plants will burn oil to produce 
power, and oil is one of the first things that 


will be affected if we should get into a war. 
There is already a shortage of oil. 


The Reclamation Bureau plans to add 
@another 484,000 kilowatts of power ca- 
pacity to its existing 2,552,000 by 1951, 
but McPhail said this new energy will 
be “soaked up by the time we are ready 
to operate.” 

* 


Gas Rates and Debt Ratios 


HE Federal Power Commission re- 

; cently denied that its rate-fixing has 
forced natural gas companies to use 

high debt ratios to insure a “fair return” 

or common stockholders. 

wm Actually, it declared, the debt ratio 

last year was slightly better than in 1939, 
before the commission began to regulate 
rates. The composite debt ratio for 15 
ompanies was 49.68 per cent in 1939 
@end 48.41 in 1947, it said. 

The FPC’s denial was issued in direct 
knswer to an accusation made last Octo- 
et by H. Carl Wolf, managing director 
ig! the American Gas Association. Mr. 

olf had declared that “the slavish ad- 
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herence” by regulatory bodies to low 
fixed rates of return had forced natural 
gas companies to seek “cheap money” 
rather than risk venture capital through 
junior equity financing, the commission 
noted. 


“Ty refute this charge, FPC ordered 
its staff to survey the financial con- 
dition of natural gas companies under its 
jurisdiction. Twenty-three companies 
with an annual operating income of at 
least $1,000,000 were covered. 

Fifteen companies had debt ratios 
ranging from 349 to 52 per cent, and 
two had ratios of approximately 60. All 
but one of the 17, however, “were cov- 
ering their interest requirements by more 
than five times,” FPC said. 

Of the remaining six, one company 
—a wholly owned subsidiary of another 
pipe-line company—had a debt amount- 
ing to 71.4 per cent of total capitaliza- 
tion, but held entirely by the parent com- 
pany; two had debt ratios of 64.6 and 
66.3 per cent, respectively ; three ranged 
from 66.2 per cent to 69.1; and one had 
a ratio of 79. 

Last year, it said, gross income was 
4.9 times interest requirements on long- 
term debt, compared with 3.5 in 1939, 
“thus reflecting a notable improvement” 
in their financial condition. Between 1939 
and 1947, debt was increased to 51 per 
cent. 

Stock quotations of last December 2nd, 
FPC said, indicate that “the investor was 
willing to pay a premium” for natural 
gas common and “was satisfied with a 
return which is considerably less than 
the book earnings per share, which were 
more than 12 per cent.” The weighted 
average earnings price ratio of common 
issued by nine companies was 9.9 per cent 
on that date. 

It is “significant,” the commission de- 
clared, that pipe-line stock has been “sold 
without any difficulty whatsoever” in re- 
cent years and “the tendency on the part 

. . of a few natural gas companies to 
finance expansion . . . almost entirely 
through . . . debt securities must be 
ascribed to other reasons than the rate 
of return” fixed by FPC. 
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Quick Review of 1948 Develop- 


ments in Communications 


ELEPHONE rate increases for the 

Bell system operating companies 
and some independent companies consti- 
tuted the main feature in the communi- 
cations picture for the year. Second in 
importance is the pressure of labor 
organizations on the telephone industry, 
bolstered by the election of President 
Truman and the support of the Com- 
munications Workers of America of 
his candidacy. 


Mr. Wilson's Report 


Leroy A. Wilson, president of the 
American Telephone and Telegraph 
Company, made a year-end statement. 
Following is a fast review of the facts 
he presented, condensed and _  ab- 
breviated : 

The Bell system has spent over $3 bil- 
lion for new construction since VJ-Day 
and plans to keep right on at a high level 
in the months ahead. 

The Bell operating companies during 
1948 added more than 2,800,000 tele- 
phones to the nation’s telephone net- 
work, bringing the total number of Bell 
telephones in service to over 31,300,000. 

In rural areas, the Bell system gained 
about 325,000 telephones. The millionth 
instrument added since the war was in- 
stalled in North Carolina in mid- 
December. 

Despite these developments, there 
were still about 1,200,000 unfilled appli- 
cations for telephone service on hand at 
the end of the year. 

The volume of telephone calling 
reached a new high, about 167,300,000 a 
day. 
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Exchange Calls 


And Gossip 


New equipment used increased 


greatly. 


EARLY a billion and a half dollars 

was spent by the Bell system on 

new construction during the year—the 

greatest amount ever spent in a year in 

the system’s history. To carry forward 

this program, about $1 billion in new 

capital was raised, bringing the total ob- 

tained since VJ-Day to about $2.7 billion. 

The number of stockholders of AT&T 
reached a record total of over 760,000. 

Rising costs have forced the Bell com- 
panies to apply for telephone rate in- 
creases in every state in the Union except 
Nevada, and in the District of Columbia, 
since September, 1946. 

Where higher rates have been author- 
ized or made effective, this has brought 
about an average increase of about 14 
per cent in intrastate revenues. If all 
applications now pending are granted in 
full, the total increase in revenues would 
average 22 per cent. 

The Bell system extended its operator 
dialing of long-distance calls. By this 
method, operators can put through calls 
to distant telephones directly without the 
aid of other operators en route. 

As construction of coaxial cable and 
radio relay facilities progressed, the Bell 
system brought network television to the 
Midwest, linking Buffalo, Cleveland, De- 
troit, Toledo, Milwaukee, Chicago, and 
St. Louis. Early in 1949, this network 
will be connected to the already estab- 
lished East coast television network via 
the Philadelphia-Cleveland coaxial cable 
recently opened for long-distance tele- 
phone service. 

Telephone service will be further im- 
proved with the growing use of an auto- 
matic message accounting system, devel- 
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EXCHANGE CALLS AND GOSSIP 


oped for dial service by the Bell Tele- 
phone Laboratories. The first installa- 
tion was made in Media, Pennsylvania, 
in 1948. This system can keep track of 
who dials calls, what the called numbers 
are, how long the conversations last, and 
then add up and print detailed charge 
information. Initially, its use will be 
chiefly in places where telephone sub- 
scribers can dia] short toll calls directly 
without the aid of an operator, thus sub- 
stantially speeding up the service. 

Another new Bell Telephone Labora- 
tories development is an amazingly 
simple device called a transitor, a tiny 
metal cylinder capable of performing 
nearly all the functions of a vacuum 
tube, yet having no glass, vacuum, or fila- 
ment. A technique of spacing radio fre- 
quencies closer together without mutual 
interference, thus permitting greater 
economy in the use of certain frequency 
bands, was also developed and applied 
to mobile radiotelephony. 

Mobile telephone service by the end 
of 1948 was established in more than 130 
American cities and towns, with the Bell 
companies serving more than 6,000 ve- 
hicles and other mobile units of all types 
on a common carrier basis. 

Overseas telephone service continued 
to expand; more than 80 countries and 
territories of the world can now be 
reached by telephone from the United 
States. 


Labor Situation 


HE Communications Workers of 

America (CWA, independent) 
maintained pressure for wage increases 
and obtained moderate advances in many 
Bell system companies and in some inde- 
pendents. Other less important unions 
met with similar results. 

There was considerable talk in CWA 
conventions, national and local, regard- 
ing the advisability of affiliating with 
AFL or CIO. A referendum of all 
members on the question is expected in 
the near future. 

Another feature of CWA activities in 
1948 was the union’s attempts to make 
its voice heard in telephone rate increase 
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cases. That movement has not pro- 
gressed far, but the union plans con- 
tinued action. No general policy has been 
revealed. One of the group’s ideas is to 
oppose rate increases in instances where 
the company shows comfortable profits 
and has refused wage increases. 


wr 
Pension Costs Explained 


tro C. RicuTer, chief statistician 
for the American Telephone and 
Telegraph Company, is one of the coun- 
try’s best known authorities on pension 
plans and their costs. He has.been aiding 
the Bell operating companies by testify- 
ing before state regulatory bodies in con- 
nection with rate increase petitions. 
* Recently Mr. Richter appeared before 
the Rhode Island public utility adminis- 
trator and revealed that the New Eng- 
land Telephone & Telegraph Company 
is spending more than 7 per cent of its 
total payroll for a $45,000,000 pension 
fund for its employees. He said that 
these expenditures are a consideration 
when the company computes rates; but 
he explained that they are legitimate 
operating expenses since they promote 
morale and efficiency among employees. 
Pension fund costs to the company 
have mounted yearly since 1940 because 
of (1) general increase in wage levels, 
(2) decreasing interest rates, and (3) 
an increase in pension levels in 1946. 


” 
Expensive Telephone Help 


T’s the original cost as well as the up- 

keep which makes telephone opera- 
tions expensive, The annual] cost of re- 
cruiting and training employees in the 
nation-wide telephone network of the 
Bell system is $28,000,000, 

In the first six months of 1948, the 
21 companies in the system hired and 
trained 71,000 new operators — but 
gained only 7,300 permanent employees. 
At first glance these figures appear fan- 
tastic. One might guess that the other 
63,700 got married or just quit before 
they became permanent telephone opera- 
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tors. But the marriage market is not that 
good. Also, a position at a Bell system 
telephone switchboard is considered as a 
desirable place to work. The real ex- 
planation of the heavy turnover is as fol- 
lows: 

The 71,000 new operators were en- 
gaged and trained primarily to replace 
those operators who were leaving to get 
married or for other reasons. Some were 
needed to meet expanded demand for 
telephone service. In the above case the 
final result of all hiring and terminations 
was a net gain of 7,300 operators. 


* 


Harness Report on FCC 


& ps congressional blast against the 
policies of the Federal Communi- 
cations Commission (FCC) now is in 
the public record. 

The special House committee (80th 
Congress), which investigated FCC, 
charges that agency with misuses of 
power and attempts to censor radio pro- 
grams. The committee in its report 
made definite recommendations for new 
legislation to free radio broadcasting 
from domination by FCC. 

The House group was headed by Rep- 
resentative Harness (Republican, In- 
diana). 

Committee report asserted that new 
laws should be enacted to cover problems 
that did not exist when the present FCC 
law was written. Television is an 
example. 

The report was caustic. It urged a 
continuing investigation of FCC. New 
legislation suggested was aimed at re- 
strictions which “will leave no question 
of the intent of Congress that radio must 
remain as free as the press.” 

FCC’s “Blue Book” was a target of 
the report. This book was published in 
March, 1946, and was held by the 
agency to be a set of informal standards 
of conduct. The Harness Committee 
said that FCC was using that publication 
“as the basis and excuse for regulation 
of radio program content.” Also assault- 
ed was the agency’s authority to publish 
such a book. 
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T’ was made adequately clear that the 

committee had little respect for FCC. 
The report said that the agency “offers 
an example of the danger of merging the 
legislative, executive, and judicial 
branches of our government.” Usurpa- 
tion of the judicial powers was 
castigated. 

The committee decided that FCC 
“could do a much better internal admin- 
istrative job if it dug in, straightened 
out its lines of authority, and saw to it 
that none of essential parts dominated 
the other parts.” Derision was heaped 
upon the accounting department of FCC. 
The agency’s law department didn’t fare 
so well either. That department exer- 
cises power and influence “far above and 
beyond its ability and merits,” the report 
asserted. 


* 


Hush-A-Phone Conflict 


ro Bell system has contended con- 
sistently for years that the tele- 
phone instrument was its property and 
hence should not be adorned with gadg- 
ets aimed either at enhanced beauty or 
other nonessential or nonutility func- 
tions. 

The Hush-A-Phone Corporation of 
New York has appealed to the Federal 
Communications Commission for a rul- 
ing which will permit the use of hush-a- 
phones on the telephone instruments. 

The company describes its product as 
an acoustical device attached to the 
transmitter of a telephone “so as to pro- 
duce a selective silencing system by 
means of which words spoken into the 
transmitter are communicated in a high- 
ly intelligible state to a party listening at 
the receiving station, while to those lis- 
tening at all other points, and especially 
in the immediate vicinity of the transmit- 
ter, the spoken words are rendered in- 
distinct and effectively muffled.” 

Hush-A-Phone Corporation alleges 
that Bell system companies have request- 
ed retail stores to refrain from selling 
the device in accordance with company 
tariffs forbidding its use on telephone 
instruments. 
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Financial News 
and Comment 


By OWEN ELY 


Conflicting Views on the 
Outlook for Utility Stocks 


| Be: the heading “Utilities: Rec- 
ord Sales Aren’t Enough,” Busi- 
ness Week for December 25th carried a 
rather pessimistic story on utility stocks. 
Despite record sales and revenues, with 
2,000,000 new customers and increased 
customer use of power, mounting costs 
of operation and cheap rates have 
squeezed utility profit margins. Since 
election day utilities have proved more 
vulnerable pricewise than most other 
stock groups, according to Business 
Week. But this conclusion does not seem 
to jibe with the showing of the Dow- 
Jones averages: 


Industrials Rails Utilities 
November 1 .. 189.76 61.97 35.74 
January 3 .... 175.03 51.87 33.36 
Decrease ..... 7% 17% 7% 


Reasons for the decline in stocks were 
stated to be (1) Washington’s attitude 
towards private utilities; (2) the large 
amount of common stock overhanging 
the market; (3) the rapid rise in oper- 
ating costs; and (4) absence of suffi- 
cient rate increases to offset higher costs. 
Business Week’s headline implication is 
that earnings and dividends were lower 
for 1948, though later on it is mentioned 
that utility net may run about 2 per cent 
higher for 1948. The statement “here 
and there utilities have been shaving divi- 
dend payments” also seems to be off the 
beam. A number of large companies 
raised their dividend rates in 1948— 
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Commonwealth Edison, Boston Edison, 
Public Service Company of Colorado, 
Southwestern Public Service, Cleveland 
Electric Illuminating, Houston Lighting, 
and Public Service Electric & Gas (com- 
pared with the predecessor stock, Public 
Service of New Jersey). Cincinnati 
Gas & Electric and South Carolina E&G 
are expected to raise their dividend rates 
in the near future. These increases con- 
siderably more than offset any down- 
ward adjustments. While figures for the 
calendar year are not yet available for 
all companies, common dividend pay- 
ments in the first nine months, as com- 
piled by the FPC, were 6.3 per cent over 
the previous year. 


| gear: WEEK is right in its stress 
on rising costs of fuel and labor, 
but might have softened the picture by 
reporting that recent trends with respect 
to fuel costs and hydroelectric operations 
have shown some improvement. Cer- 
tainly the wise remark, “You can do your 
own guessing on how long the squeeze 
on utility profit margins will last,” 
sounds a little too bearish. However, 
Business Week does point out that state 
commissions are now more sympathetic 
to “cost tales of woe,” that operating 
costs are being reduced by new gener- 
ators, and that “when the postwar price 
inflation bubble bursts, costs all around 
could drop materially.” It also points out 
that a business recession won’t hurt the 
utilities much, if any. But it thinks utili- 
ties will have a hard job under present 
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conditions to sell enough common stocks 
to keep the financial structure balanced. 
The 1948 record of equity financing was 
not so good. The question of higher 
Federal taxes on utility earnings, which 
has worried Wall Street more than any 
other factor recently, is not mentioned 
by Business Week. 

Two optimistic stories by leading Wall 
Street analysts have appeared recently, 
“Public Utility Stocks on Bargain 
Counter” by Harold H. Young, partner 
of Eastman, Dillon & Co. (in the Com- 
mercial and Financial Chronicle of De- 
cember 30th); and “Utility Stocks Have 
Turned the Corner” by W. Truslow 
Hyde, Jr., Josephthal & Co. analyst and 
an erstwhile bear on utilities (in The 
Analysts Journal for December, 1948). 
Commenting on the decline in utility 
stocks, Mr. Young ascribes it to election 
results and to fears of higher taxation. 
But he points out that utilities have pros- 
pered under sixteen years of Democratic 
rule, and that they are more sheltered 
against higher taxes than other busi- 
nesses. 

He thinks there is little reason to ex- 
pect new moves for municipal ownership, 
and regulating bodies are sympathetic to 
higher rates. 


€ prog Hype in his story points 
out that the electric utilities have 
developed an almost foolproof system for 
reducing fluctuations in earnings. Indus- 
trial customers, whose business is apt to 
fluctuate widely, have been given rates 
made up of two factors—a demand 
charge and an energy charge. The former 
is more or less a fixed payment to assure 
the utility of enough revenue to meet 
overhead and fixed charges in connec- 
tion with the facilities for this business. 
The energy charge is on a graduated 
scale, with a higher kilowatt-hour rate 
when business is poor and lower rates 
as the business increases. Moreover, in- 
dustrial rates usually contain fuel clauses 
which protect the utility against higher 
costs of coal and oil. For commercial 


and residential customers, where busi- 
ness is not subject to wide fluctuation, 
the demand charge usually takes the form 
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of a minimum monthly payment; the 
same principle of graduated rates is fol- 
lowed, thus promoting use of additional 
appliances at low costs. 

The utility industry is also unique with 
respect to unit operating costs. These 
tend to increase as full capacity is used, 
since less efficient units are then brought 
into operation. When business gets bad, 
unit costs are lower, which helps to off- 
set the decline in revenues. Thus both 
rates and operating costs tend to iron out 
fluctuation in the business cycle so far 
as the utilities are concerned. The pres- 
ent high operating ratio should be con- 
sidered as an indication of strength rather 
than of weakness, 

The decline in the rate of return on 
invested capital in the utility industry is 
also of great significance in appraising 
the prospects for earnings in the next 
few years, according to Mr. Hyde. The 
big expansion program of the past two 
years means that capitalization has now 
“grown up” to earnings, and for the first 
time since the end of the war earnings 
are insufficient to provide a 6 per cent 
return on capitalization. As the industry 
continues with its program to increase 
net plant account by 40-50 per cent, 
capitalization should also grow up to 
around $20 billion. Earnings may be- 
come increasingly inadequate to support 
this capitalization, even with the help of 
operating economies. Hence the utilities 
will be in a strong position to ask for 
rate increases, and such increases will 
have a leverage effect on common stock 
earnings. For example, Cleveland Elec- 
tric Illuminating’s recent request for an 
increase of 74 per cent in revenues means 
an increase of $1.10 a share in earnings 
or 39 per cent more. 


M* Hyve concludes that many com- 
panies may be able to show an in- 
crease of 10 per cent in share earnings 
next year, with further improvement in 
1949-50. He thinks that speculators’ 
aversion to utility stocks is now waning, 
and that with prices low in relation to 
earnings and book value “the strong po- 
sition of the industry is attracting inter- 
est to utility stocks,” 
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Utility Relations with Wall Street 


ost utility executives spend con- 
M siderable time and energy in main- 
taining sound public relations, knowing 
that this will stand them in good stead 
in connection with labor troubles, rate 
problems, etc. A great deal of effort and 
money are lavished on annual reports to 
give them stockholder “appeal.” They 
are filled with glamorous pictures, attrac- 
tive charts, and readable text—but fre- 
quently omit the more prosaic statistical 
data which appeal to the Wall Street 


analyst and which are necessary for him 
to make a well-rounded appraisal. A few 
companies are following the new trend 
toward employing public relations “coun- 
selors.” 

But the industry is gradually begin- 
ning to realize that Wall Street relations 
are almost as important as public rela- 
tions. For Wall Street has much to do 
with investor preferences for this or that 
utility issue. Stockholders’ lists are be- 
ing constantly reviewed by Wall Street 
banking houses and investment coun- 
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UTILITY LUNCHEON FORUM TALKS BEFORE THE NYSSA IN 1947-8 


Date 
Jan, 23, 1947 


Speaker 


American Gas & Electric 
Justin R. Whiting, Pres. 
Jack Holtzclaw, Pres. 
Elmer L. Lindseth, Pres. 
Roy S. Nelson, Pres. 


Allan G, Mitchell, Statistician 


Gilbert W, Chapman, Pres. 
G. M. Gadsby, Pres. 

A, F. Tegen, Pres. 

J. B. Poston, Pres. 

A. W. Higgins, Pres. 

Irwin L, Moore, Pres. 
Harold Quinton, Vice Pres. 
Walter C. Beckjord, Pres. 
W. J. Herrman, 


Sept. 19 


Commonwealth & Southern 


Oct. 10 
Oct. 16 
Nov. 7 
Nov, 21 
Dec. 3 
Dec, 5 
Jan. 8, 1948 Allen Van Wyck, Pres. 
Jan. 22 Charies E, Oakes, Pres. 
Feb. 5 A. G. Neal, Pres. 

Mar, 11 J. F. Merriam, Vice Pres. 
May 7 Harold V. Bozell, Pres. 
May 13 Irwin L. Moore, Pres. 
May 20 F, D, Campbell, Pres. 
June 4 J. E. Harsh, Pres. 

June 10 W. H. Sammis, Pres. 
June 29 T. W. Delzell, Chairman 
Sept. 8 
Sept. 10 
Sept. 24 
Oct. 21 
Oct, 29 
Nov. 4 


Nov. 17 
Nov. 23 
Dec. 8 
Dec. 9 


C. G, Strike, Pres. 

S. G. Symonds, Pres. 
Harold V. Bozell, Pres. 
J. B. Black, Pres. 


Albert Cage, Pres. 
Elmer L. Lindseth, Pres. 


Gas Appliance Mfrs, Assn. 


Henry B. Bryans, Pres. 
W. C. Beckjord, Pres. 
H. L. Nichols, Chairman 
G. C. Neff, Pres. 
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S. W. Andrews, Rate Engineer, 


Herbert L. Nichols, Chairman 
Chas. Delafield, Asst. to Pres. 


Robert H. Hornby, Vice Pres. 


Topic 
The Heat Pump’s Load-building 
Possibilities 
Consumers Power Company 
Virginia Electric & Power 
Cleveland Electric Illuminating 
Gulf States Utilities 
Philadelphia Electric 
American Water Works 
Utah Power & Light 
General Public Utilities 
Columbus & So. Ohio Electric 
Florida Power Company 
New England Electric System 
Southern California Edison 
Cincinnati Gas & Elec. 
Financial Requirements of Public 
Utility Industry in Next Decade 
Idaho Power 
Tennessee Gas & Transmission 
General Telephone Corp. 
Pacific Gas & Electric 
Southwestern Public Service 
Consolidated Edison 
Illinois Power Co. 
Pennsylvania Power & Light 
Potomac Electric Power 
Northern Natural Gas 
General Telephone Corp. 
New England Electric System 
New England Gas & Electric 
Empire District Eléctric 
Ohio Edison 
Portland General Electric 
Pacific Lighting 
California Electric Power 
Cleveland Electric Illuminating 
Utah Power & Light 
Black Hills Power & Light 


Outlook for Gas Industry 
Philadelphia Electric 
Cincinnati Gas & Electric 
Southwestern Public Service 
Wisconsin Power & Light 
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selors; also, most utility companies are 
now in the market for equity funds to 
help finance the $6 billion program. Util- 
ity analysts are, more than ever, anxious 
to get the “low-down” on the trends of 
individual utilities. 

Some of the larger utility companies 
now issue quarterly bulletins for distri- 
bution with their dividend checks. Others 
hold occasional regional meetings with 
stockholders and analysts, to keep them 
abreast of new developments. Some 
utility executives come to Wall Street 
and meet (by invitation) groups of part- 
ners and statisticians of Stock Exchange 
houses at special luncheons or cocktail 
parties. Southwestern Public Service, 
Columbia Gas, Union Electric, and others 
have used this method. The vice presi- 
dent of a leading New York bank has 
frequent round-table meetings with util- 
ity men, which have aroused considerable 
interest. 


HE New York Society of Security 
Analysts and similar organizations 
in Boston, Chicago, Philadelphia, and 
Los Angeles (now affiliated in The Na- 
tional Federation of Financial Analysts 
Societies) hold frequent luncheon forum 
meetings at which utility executives spend 
an hour reviewing their company’s rec- 
ord and prospects, and answering ques- 
tions. Many officials come well prepared 
with large charts and motion picture 
slides, and sometimes bring along an 
assistant or two to help in the presenta- 
tion. Some of these talks are “off the 
record” but more frequently the forum 
is recognized as an excellent medium to 
get the company’s story before the in- 
vesting public. The president of Phila- 
delphia Electric, in appearing before the 
society recently, had the complete ad- 
dress, replete with numerous charts, 
printed for distribution to society mem- 
bers. The accompanying table lists the 
utility speakers before the society over 
the past two years. (See page 109.) 
Another medium for Wall Street edu- 
cation may also be mentioned—the “due 
diligence” or underwriters’ meeting, held 
ostensibly to review the prospectus of a 
new issue. Some old-line companies still 
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fail to recognize the publicity value of 
these meetings and proceedings are con- 
ducted in a routine manner by junior 
officials who volunteer a minimum of 
information. Even when a senior official 
is in charge, he is not always well briefed 
to answer inquiries and is sometimes put 
“on the spot,” giving erroneous or inade- 
quate answers, or refusing information. 
On the other hand, some holding com- 
panies such as Commonwealth & South- 
ern go to considerable lengths to aid their 
subsidiaries in making a strong case— 
even when first mortgage bonds are being 
offered and the immediate result is large- 
ly cut and dried. And occasionally a “due 
diligence” meeting may become a gala 
occasion, with samples of the company’s 
products, souvenirs, movies, etc. Some 
of these meetings are long remembered 
as high lights of the utility analysts’ 
trade. 
5 


“Real Salesmanship” Will Move 
Preferred Stocks 


AS to the records of the Elec- 
trical World, sales of utility securi- 
ties to customers during the years 1924- 
31 averaged some $200,000,000 a year. 
Retail sales of preferred stocks were 
also substantial in those days. In spite 
of the current difficulties in selling util- 
ity preferred stocks, however, there has 
been thus far no general effort to make 
retail sales, and too heavy reliance is still 
being placed on institutional buyers. 
There has, however, been one instance of 
old-fashioned retail selling effort which, 
while on a small scale, produced very 
encouraging results. 

Associated Telephone Company, Ltd., 
California subsidiary of General Tele- 
phone Corporation, placed 150,000 shares 
of its $1 preferred stock (par $20) in 
December, 1942, 75,000 shares in April, 
1948, and another 85,000 shares in Au- 
gust (including 10,000 shares offered to 
employees at a price concession). The 
first two blocks were retailed at 21 and 
the last at $21.25. The banking group in 
each case included Paine, Webber, Jack- 
son & Curtis, and Stone & Webster Se- 
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curities Corporation of New York, and 
Mitchum, Tully & Co. of San Francisco 
and Los Angeles. 

The company was the first to use the 
new-type small prospectus, having de- 
vised it at the suggestion of George Jones, 
Los Angeles partner of Mitchum, Tully 
& Co. Its intention was to mail it out 
to customers with monthly bills, reviving 
the customer-ownership idea. However, 
it was decided instead to try out some 
old-fashioned sales plugging, to see what 
results could be obtained. A new Mitch- 
um, Tully salesman, just out of college, 
was among those encouraged to take on 
the job. He used a classified telephone 
directory, made out cards for a large 
number of small businessmen in a given 
area, and visited each of these men. 
(Other salesmen later tried blind door- 
bell ringing, but this proved less success- 
ful.) In the initial sales campaign this 
new salesman sold 3,000 shares to 69 
customers on a cash basis, and the inter- 
esting point is that practically none of 
the purchasers had owned any stock be- 
fore. 

This seems to indicate that there is 
a vast unexplored territory for enter- 
prising salesmanship, open to the plac- 
ing of securities of local utilities that are 
well known to prospective buyers. How- 
ever, this method can be adopted only 
where there is close codperation, on a 
negotiated basis, between the company 
and its bankers; it isn’t suitable for the 
competitive method which requires a defi- 
nite underwriting and a limited time 
schedule for the sale of the issue. The 
latter method seems suitable only for 
placing preferred stocks with institu- 
tional buyers who can be approached 
quickly over the phone without leisurely 
canvassinge The Associated Telephone 
sale was on an option basis without a 
definite commitment. The stock could be 
taken up in blocks of 10,000 shares and 
the investment banker was usually 
“short” of the issue. Thus there was 
never any tendency to get panicky over 
the necessity of unloading an inventory 
of unsold securities on dealers’ shelves, 
and the resulting cut-rate sale to institu- 
tions. This was a very important feature 
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from the standpoint of the investment 
bankers. The low price was also an aid 
to retailing. 


* 
IBA Report on Utility Financing 


W: summarize as follows from the 
report of the Public Service Se- 
curities Committee of the Investment 
Bankers Association at the Hollywood 
(Florida) convention: 

Total utility financing for 1948 will 
approach the $3 billion mark, with most 
of the money going into new construc- 
tion. Based on the record for the first 
eleven months, about 86 per cent of the 
total was debt financing, 7 per cent repre- 
sented preferred stock sales, and there 
was about an equal amount of equity fi- 
nancing. Of the debt financing, less than 
$50,000,000 was placed on a negotiated 
basis but the amount of private place- 
ments (principally with insurance com- 
panies) amounted to 12 per cent of total 
financing. Sixty-two issues (many 
small) were placed with institutions com- 
pared with 87 sold at competitive bid- 
ding, and 4 by negotiation. 

In the placing of preferred stock offer- 
ings, $67,000,000 went the competitive 
route, while $93,000,000 were negoti- 
ated ; $4,000,000 were offered to stock- 
holders and a $1,000,000 issue was placed 
with an insurance company. In the sale 
of common stocks, the trend was toward 
negotiated deals and subscription rights. 
One hundred and twenty million dollars 
of equities were offered to stockholders 
(in most cases with an underwriting 
stand-by), while $29,000,000 were nego- 
tiated and $14,000,000 placed competi- 
tively. 

The Bell system figures distort the 
above results somewhat, as only debt fi- 
nancing was done by Bell in 1948, and 
this amounted to 38 per cent of all the 
c titive debt financing. Excluding 

ell, the ratios would be 81 per cent debt 
securities, 10 per cent preferred stock, 
and 9 per cent common. Debt financing 
does not, of course, include bank loans. | 
The committee felt that many utility com- 
panies are now approaching the point 
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where they must do equity financing in 
order to avoid excessive debt ratios. 


B ie committee also gave some fig- 
ures on “gross spreads” or total 
commissions and expenses. These aver- 
aged about $4.68 per bond but were larg- 
er for the Bell system, which averaged 
$5.19. In the preferred stock field the 
competitive deals were generally unsuc- 
cessful, so that the gross spread was very 
low after allowing for price reductions 
(only $1.55 per share). On the 17 nego- 
tiated deals the spread was $4.09, includ- 
ing several second-grade issues. The 
spread for common stocks averaged 6.87 
per cent of the offering price for com- 
petitive deals and 7.63 per cent for nego- 
tiated issues; in two low-priced stocks 
the spread was 11-12 per cent. The re- 
port indicated that it is impossible to give 
any worth-while figures on subscription 
offerings because of the wide variation 
in terms, underwriting, etc. 

The committee suggested that, in order 
to reduce the expenses of preparing reg- 
istration statements, the SEC develop a 
simplified form for registration of addi- 
tional bonds, where a previous issue un- 
der the same indenture has been sold 
within, say, three years. The committee 
felt that if such a simplified form could 
be made available additional issuances 
under existing mortgages would be more 
likely to come into the market. 

Regarding sales made by holding com- 
panies to reduce their holdings, the com- 
mittee referred to the large amount of 
Detroit Edison sold by American Light 
& Traction, but held that the practice is 
increasingly toward distribution of hold- 
ings to stockholders. The committee esti- 
mated that the integration program may 
now be about 80 per cent completed. 

Regarding the need for additional 
equity financing, the committee pointed 
out that in the second half of the year 
offerings to stockholders had met with 
varying success, subscriptions ranging 
from 214 per cent to 98 per cent. The 


offerings were generally successful where 
the stock was offered at a liberal discount 
and the dilution was moderate. The com- 
mittee pointed out, however, that “most 
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people—particularly the small investors 
—do not buy securities but have securi- 
ties sold to them by an investment dealer 
in whom they have confidence.” Regard- 
ing the need for more financing without 
underwriting or commitment, the com- 
mittee pointed to the great success of the 
Columbia Gas offering. Seven hundred 
dealers throughout the country placed 
the stock on a fee basis. 


HE committee also held that the 

banking compensation for raising 
equity money must be on a more generous 
basis in future. “The basis of compensa- 
tion to underwriters and participating 
dealers must exceed that of 1948 and re- 
cent years, if we as an industry are to 
maintain the machinery necessary to raise 
the hundreds of millions of equity dol- 
lars the utilities will need in 1949 and 
following years.” 

Regarding future government power 
projects, the committee felt that these 
will be likely to follow the lines of the 
Hoover, Grand Coulee, and Bonneville 
projects rather than the TVA, and 
stated: 

It is the belief of your committee that the 
method of disposing of power generated at 
government projects (again excepting 
TVA) has proved so satisfactory to the gov- 
ernment, the private utilities, and the public 
that this pattern is most likely to be followed 
in connection with the present governmental 
program which contemplates creation of an 
additional 4,400,000 kilowatts of power ca- 
pacity between now and the end of 1954. 
Your committee, therefore, does not look 
upon this expectation of additional Federal 
power projects as necessarily a threat to the 
privately owned utilities, assuming recogni- 
tion of and respect for the rights of the 
utility companies and investors in their se- 
curities. 

Regarding the electric construction 
schedule, the committee estirmated addi- 
tional new generating capacity as fol- 
lows: 


DE Si livesck adh tq cvnns ceed 4,750,000 KW 
BEE ak tbe ote asvtedsbesivon 6,700,000 KW 
RS ears Pre ones ,800,000 KW 
BRASS EIS ae Sere 6,060,000 KW 


Accordingly another year of heavy fi- 
nancing by the electric utilities is antici- 
pated, plus perhaps a billion dollars for 
the Bell system. 


112 





Sales, 
KW 


Rev 


T 


Reven 


Elec 
Mis 


Expen 
Fue 
Lab 
Mis 
Det 
Tax 
Inte 


Earni 


Bal 





FINANCIAL NEWS AND COMMENT 





CURRENT. UTILITY STATISTICS AND RATIOS 


Amount Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12 Mos. 
Operating Statistics (Nov.) 

Output kilewatt hour—Total Bill. KWH 
Hydro generated a 
Fuel generated 

Capacity Mill, KW 

Custontttth: Ue cus sees onnsn08se0 Mill, 

Fuel Use: Coal Mill. tons 

G Mill. MCF 
Mill. bbls. 
Mill. tons 


11% 11% 
8 bid 


dS 
PITTTIIIS 


Sales, Revenues, and Rates (Oct.) 
KWH Sales—Residential Bill. KWH 
Commercial 58 
Industrial 
Total, 20g, TL. aboard ccerssaci 
Revenues—Residential 
Commercial 
Industrial 
Total, incl, misc, sales 


Revenues and Income (Oct.) 


Elec. Rev., incl. misc. rev, ......... 
Misc. Income 


Expenditures (Oct.) 
Fuel 
Labor 
Misc, Expenses 
Depreciation 
Taxes 
Interest 
Amortigatioty, G00.) < 6.00 i sdccnccoaes 


Earnings and Dividends (Oct.) 
Net Income 
Preferred Div. (est.) 97 
Bal. for Common Stock (est.) 552 
Common Dividends (est.) 393 
Balance to Surplus (est.) 159 


Utility Financing (Nov.)® 
2,128 
345 
2,473 


Life Insur. Co. Investments (Dec.)® 
Utility Bonds 1,390 
Utility Stocks 34 D38 
Total 1,424 Dili 
21% D14 


*At end of October. D—Decrease. 2Data for all utilities (electric, gas, telephone, etc.), includ- 
ing refunding issues. *January 1 to December 25, 1948, Eleven months ended November 30th. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 


AND WATER COMPANIES 


12/29/48 Indicated 
i Dividend Approx. 


Price 
About 

Telephone Companies 

Bell System 
S Amer, Tel, & Tel, ........ 150 
O Cinn. & Sub. Bell Tel. .... 74 
C Mountain States T.& T... 102 
C New England Tel. ........ 79 
S Pacific Ted. & Ted. ........ 90 
O So. New England Tel. .... 116 

RES 6. i6sscciccs ves 

Independents 
C Associated Tel. A ........ 234 
S General Telephone ....... 23 
=, ». Sse 45 
O Rochester Telephone ..... 8 
Transit Companies 
O Baltimore Transit ........ 3 
> Ge SUMED cécccccccs 17 
> Cae ae ae i A bce see 7 
<8 ee 5 
O Dallas Ry. & Term. ....... 11 
O Duluth Sup. Tran, ........ 10 
O Kansas City Pub. Ser. .... 1 
O Los Angeles Transit ..... 5 
S National City Lines ....... 7 
ee SO UU —Eeeeee 4 
O Rochester Transit ........ 44 
O St. Louis Pub. Ser. A .... 4 
O Syracuse Transit ......... 23 
S Third Ave. Transit ....... 

S Twin City Rapid Tran. ... 44 
O United Transit .......... 4 
PE Sek oaancuhnaices 

Water Companies 
Holding Companies 
S Amer. Water Works ..... 7 
O N. Y. Water Service ..... 36 
O Northeastern Water ...... 12 
en ee 
Operating Companies 
O Calif. Water Service. ..... 26 
O Elizabethtown Water ..... 115 
S Hackensack Water ....... 30 
O Indianapolis Water ...... 17 
O Middlesex Water ......... 60 
O New Haven Water ....... 59 
O Ohio Water Serv. ........ 19 
O Phila, & Sub. Water ...... 22 
O Plainfield Union Water ... 69 
O San Jose Water .......... 29 
O Scranton-Spring Brook ... 10 
O Stamford Water .......... 53 
O West Va, Water Serv. .... 12 
PE os sp kadecsane 


Rate 
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5.9% 





Share Earnings 





12 Mos. Current Previous % In- 


Ended Period Period 


Aug. $9.94 
Dec. 3.85 
Sept. 7.11 
June 4.68 
Aug. 6.20 
Dec, 3.76 
Dec.D$ .44 
Sept. 2.28 
June 5.70 
Dec. 47 
Dec. D .38 
Dec. 1.38 
Dec. 1.57 
Dec, 3.39 
Dec. 2.75 
Dec.  .87 
Dec. 1.54 
Sept.D .87 
Dec. D1.52 
Dec.  .37 
Dec. 3.52 
Dec, .62 
Dec. 21 
Sept. $ .74 
Sept. 2.89 
Sept. .34 
Nov. $2.58 
Dec, 7.33 
Dec. 3.08 
Dec. 1.19 
Dec. 5.71 
Dec. 3.34 
Sept. 2.31 
Dec. 2.70 
Dec. 4.74 
Oct. 3.03 
Sept. .87 
Dec. 2.27 
Sept. 1.37 


Do tw ene 
SGeSRS 


1.38 


crease 


ves pay ee 
ESLREN 
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12.5 


D—Deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. 
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What Others Think 


New England’s Power Problem 


T= is an estimated need for an 
increase in New England’s electric 
power generating capacity of about 1,- 
100,000 kilowatts during the next ten 
years. That is the basic assumption behind 
a 68-page report entitled “Power in New 
England,” published by the power survey 
committee of the New England Coun- 
cil. The fundamental conclusion of the 
report is that most of the new generating 
plants to be built in New England, out- 
side of Maine, must use fuel as a source 
of power. 

The New England Council, represent- 
ing business and financial interests in 
Maine, New Hampshire, Vermont, Mas- 
sachusetts, Rhode Island, and Connecti- 
cut, appointed a power survey committee 
headed by E. H. Hunter, chairman, New 
Hampshire Public Service Commission, 
Concord. The director of the survey was 
William F. Uhl, president, Chas. T. Main, 
Inc., Boston. Active members of the sur- 
vey committee, in addition to the chair- 
man and director, numbered eighteen and 
included several research experts from 
universities and other institutions. Two 
important insurance companies were rep- 
resented. Banking, utility, and manufac- 
turing interests were represented by com- 
pany executives. 

A few of the high lights of the report 
selected from the foreword are as fol- 
lows: 

Since 1920, while the population of New 
England has increased about 20 per cent, the 
output of our electrical utilities has increased 
about 400 per cent. In the same period, how- 
ever, the increase in generating capacity has 
been only slightly over 200 per cent. This 
became possible through improved load fac- 
tor, multiple shift operation in industry, more 
efficient use of reserve capacities, and espe- 
cially dependence upon our system of inter- 
connected transmission (except as between 
(Maine and the rest of New England) which 
had been built up over the years, 
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In Maine, where the export of hydroelec- 
tric power is prohibited by law, there is sim- 
ilar interconnection of generating plants with- 
in the state so that surplus capacity at any 
plant is made available wherever power is 
needed. It will be recalled that during the 
war, construction of power generating plants 
was at a virtual standstill, so that continued 
heavy postwar demands gave the utilities a 
particularly difficult problem during the pe- 
riod of drought in late 1947 when the margin 
of safety between capacity and load was 
perilously low. . . . The total potential ca- 
pacity of undeveloped water power in New 
England deemed practical to develop under 
suitable load conditions is about 420,000 kilo- 
watts, and of this amount the undeveloped 
Maine water powers (which cannot be re- 
garded as available except in Maine) consti- 
tute 263,000 kilowatts. But even if all these 
undeveloped water powers were available 
and near enough to market, their complete 
development would supply only about one- 
third of the anticipated increase in New Eng- 
land demand over the next decade. Only in 
Maine can water power be considered as an 
important source of new power in the near 
future. The effective capacity of existing 
water powers in Maine in firm, year-round 
power, will be increased substantially by ad- 
ditional storage reservoirs under construc- 
tion and projected. 

Because water power was a prime factor 
in the original development of industrial com- 
munities in New England, it is natural that 
many of our people should magnify its im- 
portance in their view of the existing situa- 
tion. . . . Hydroelectric power is cheap only 
in the most favorable locations, of which few 
remain undeveloped, and of all the industries 
of New England using electric power, per- 
haps the only one to which the cost of power 
might be a determinant factor in its location 
is the pulp-and-paper industry. 

Public attention has been directed to the 
St. Lawrence seaway and power project as 
a possible source of power for New Eng- 
land. As this project now stands, the state 
of New York would have the first call on 
all the United State’s share of the power 
generated. This study indicates that the 
growing power demand in upper New York 
state would probably absorb all the power 
from this source as fast as it could be de- 
veloped. 

New England should not rely upon 
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the St. Lawrence as a potential source of 
power. 

At certain of the flood-control projects 
planned in New England by the Corps of 
Engineers, United States Army, water-power 
plants may be included. At these so-called 
‘dual purpose” projects, generating capacity 
to the amount of 80,000 kilowatts might be 
installed. In view of the total power needs 
of New England, the amount of power avail- 
able, if and when developed at these sites, 
is not significant. 

In Maine, the Passamaquoddy project is 
still being discussed. No doubt power can 
be generated from the tides there, if anyone 
can be found who will pay the cost. About 
twelve years ago the Federal Power Com- 
mission estimated the cost of construction 
of the smaller “American Project” at about 
$1,090 per kilowatt. At that time hydroelec- 
tric power was costing around $250 per kilo- 
watt to build, and steam power about $100 
per kilowatt. Until such time as a complete 
engineering study establishing the economic 
soundness of the Quoddy project is made, no 
public funds should be appropriated for its 
construction. . . . Generally speaking, there 
appears to be an acceptance on the part of 
the industry of theiz responsibility in the 
public interest to create and maintain a power 
plant adequate for the meeds of New Eng- 
land as a growing and prosperous region. 


Summary 


HE last two pages of the report are 

devoted to final conclusions. The 
high lights are given below in condensed 
form: 

1. For the New England area, exclu- 
sive of Maine, a large addition of steam 
capacity will be required. There is not 
sufficient undeveloped hydro power in 
this area to take care of an appreciable 
portion of the expected increased load 
during the next ten years. 

2. In Maine there is sufficient economi- 
cally feasible undeveloped hydroelectric 
power to more than cover the expected 
increase in demand. However, steam 
plants may be needed in some sections. 

3. There is little probability of a future 
shortage of power. 


4. The importance of the cost of power 
in manufacturing has been greatly over- 
emphasized, but the importance of having 
a source available which provides reliable 
power when it is required cannot be over- 
emphasized. 

5. New England is now very well inter- 
connected by transmission lines in two 
systems, one covering the state of Maine, 
and one covering the remainder of New 
England. However, there is room for 
some additional lines. 


6. The development of hydroelectric 
power on the St. Lawrence river would 
be of doubtful benefit to New England. 


7. There are a few flood-control proj- 
ects planned by the U. S. Army where 
power could be developed. The amount 
of available by-product power would not 
be significant as a major source. 

8. River valley authorities similar to 
the Tennessee Valley Authority are not 
justified or even practicable without de- 
stroying values far in excess of possible 
values added by increased development. 

9. Existing engineering information 
on the Passamaquoddy power project dis- 
closes no substantial ground for faith in 
its feasibility. 


Maps, Charts, and Tables 


NE of the features of the report is its 

prolific use of maps, and ;*atistical 
charts and tables. There are for large- 
scale maps showing principal *ransmis- 
sion lines, steam and Diesel ower, de- 
veloped water power, and u, ‘veloped 
water power. The compilation is given 
further authority by the use of 24 charts 
and 26 statistical tables. 

Copies of the report are available at 
$1 each from the New England Council, 
Statler building, Boston 16, Massachu- 
setts. 





Pretentious Reclamation Plan 


N elaborate $4 billion plan of the 
Bureau of Reclamation has been 
revealed by Secretary of Interior J. A. 


Krug and Reclamation Commissioner 
Michael W. Straus. The plan is explained 
in a special booklet, which is entitled 
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“The Reclamation Program, 1948-54.” 

Mr. Krug distributed the booklet to 
delegates at the recent convention of the 
National Reclamation Association which 
was held November 17th-19th in Okla- 
homa City. In effect, the 24-page artisti- 
cally prepared publication represents a 
bid for additional appropriations from 
Congress totaling $3,891,900,000 for the 
seven years—an average of over $500,- 
000,000 a year—and ranging from $204,- 
200,000 the first year to as much as 
$781,900,000 for 1953, and closing with 
$720,200,000 in 1954. 

In announcing the long-range program, 
Krug remarked, “Proposed construction 
under the 1948-1954 Reclamation pro- 
gram could more than double the area 
supplied with water from Reclamation 
facilities by the end of the fiscal year 1954 
and could almost treble hydroelectric 
power production. I am gratified with 
the report which Commissioner of Recla- 
mation Michael W. Straus has prepared 
at the request of Congressman Richard J. 
Welch, chairman of the Committee on 
Public Lands.” 

The Bureau of Reclamation took the 
responsibility of issuing the press release 
for Mr. Krug’s announcement. Three 
paragraphs quoted from that release show 
that Interior and Reclamation, in their 
symphonies to the public, use many in- 
struments and pound kettle drums of 
varied tones. Here is one theme dealing 
with oil: 


Increased need for hydroelectric power 
has been demonstrated repeatedly during the 
past years by recurrent shortages in West 
coast cities, Power is needed for pumping 
irrigation water, industrial and domestic use, 
and to help conserve fuel oil supplies. Water- 
power plants can be used instead of fuel- 
burning plants that consume nonreplaceable 
natural resources of coal and oil. 

Power plants on Bureau of Reclamation 
projects today produce electrical energy that 
would consume at least 25,000,000 barrels of 
oil each year if modern fuel-burning plants 
were required to supply this same energy. 

By 1954, estimated demands for electrical 
energy from bureau power systems will have 
reached a point where to supply this energy 
from fuel-burning plants would tap oil re- 
serves to the extent of 60,000,000 to 70,000,000 
barrels of oil annually. This quantity of fuel 
can be conserved largely by harnessing water 
resources. 


HE remainder of the release, which 

contains one full page of single- 
spaced typewritten material, explains 
other benefits of the plan, including “a 
huge increase in crop and livestock pro- 
duction, increased industrial advance- 
ment, flood control, municipal water sup- 
plies, and recreational facilities.” 

The physical make-up of the booklet 
itself would be of interest to utility ex- 
ecutives, advertising firms and depart- 
ments, public relations groups, and any 
institutions valuing high-class propa- 
ganda. It may be obtained from the 
U. S. Government Printing Office, Wash- 
ington, D. C. The publication bears the 
designation : 1948-0-804810. 





Speaking an Annual Report 


Ca an annual report is not in 
itself a new idea. Practically all cor- 
poration presidents summarize verbally 
the operations of their company at least 
once a year at stockholders’ meetings. 
However, Crawford H. Greenewalt, 
president, E, I. du Pont de Nemours & 
Company, deserves some special recogni- 
tion for the manner in which he ad- 
dresses large groups of his company’s 
employees on this subject. Perhaps some 
degree of imitation would be the best 
compliment. 


Early in October, Mr. Greenewalt 
gave an address before the Du Pont Vet- 
erans’ Association, at Deepwater Point, 
New Jersey. Its outstanding characteris- 
tic was the method he used in explaining 
in simple, interesting, and clear language 
both the financial results of a year’s op- 
eration and the philosophy of the du 
Pont management. 

In his statistical approach, Mr. Greene- 
walt simplified the situation immediate- 
ly by putting the figures on a “per em- 
ployee” basis and calling the company 
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“du Pont Average, Inc.” The company 
has 75,000 employees. His starting point 
is based on the simplified operating 
statement of the 1947 annual report, as 
follows: 


Let us look first at the du Pont investment, 
by which I mean the total capital the com- 
pany requires to do its business. This in- 
cludes our stocks of raw materials in the 
plants, cash on hand, our manufacturing 
facilities, the finished products in our ware- 
houses, our laboratories, cafeterias, and 
office buildings, together with the amounts 
owed us by our customers. Dividing this 
total investment by 75,000, we find that the 
investment back of the average du Pont em- 
ployee is $13,500. 


Fi that point on the major items of 
the earnings statement are discussed 
in detail with the same type of under- 
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standable explanation. The main classifi- 
cations are, of course, gross earnings, 
raw materials and services, wages, taxes, 
and depreciation. Then the results are 
summarized, thus: 


Let us total all of these items and see 
what our year’s operation finally looks like. 
We see that we have spent a total of $9,500 
in order to operate our business. That means 
that we have earned a profit, which is the 
difference between our total sales of $10,600 
and our expense of $9,500, or $1,100. 

Now $1,100 represents just slightly over 8 
per cent on our capital investment of $13,- 
500. It is a good return considering the diffi- 
culties of the times, and we can be proud of 
it. That profit is the reward we promised the 
people who put up their capital and might 
be called a rental for the use of their money. 
If there were no prospects of such a reward, 
these people would have been just as reluc- 
tant to advance their money as you or I 
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would be to accept a mortgage that was going 
to pay us no interest, 


From these quotations, it can be 
readily observed that Mr. Greenewalt not 
only explains the data clearly but he also 
weaves in the philosophy and method of 
operation of American business. They 
are so well stated that one more may not 
be amiss—reserves : 

So we say to our investors, we have made 
for you this year, over and above our costs 
of doing business, a total profit of $1,100. 
We do not, however, wish to leave the cash 
box entirely empty as we start another year. 

e may need additional funds to build an 
addition to our plant, to buy a new piece of 


machinery, or to tide us over if our cus- 
tomers are slower in paying their bills, so 
we ask our backers if they will allow us to 
retain in the business part of this profit their 
money has earned. In 1947, du Pont Average, 
Inc., retained $280 for these purposes and 

id out in the form of dividends a total of 


That was just over 6 per cent cash 
return on the money invested, and the addi- 
tional $280 was added to the investment re- 
tained in the business, giving us $13,780 with 
which to start the new year. 


On the purely philosophic side, Mr. 
Greenewalt took up such subjects as 
“big business” with the same simplicity 
and clearness, 





Our System 


RED I. KENT, director of the Bankers 
Trust Company, New York, is well 
known for his ability to evaluate and de- 
scribe the economic problems of the day. 
In a recent address before an American 
Bankers Association meeting in Detroit, 
Mr. Kent made some very pertinent ob- 
servations on the current American scene. 
Ideas expressed all were based on the 
necessity of maintaining a system of free 
enterprise in this country and of sup- 
porting it in other countries. Free enter- 
prise is defined by Mr. Kent as a system 
under which every man is free to carry 
on as he may wish in his home, in his 
community, anywhere in this country— 
without interference by his government 
except as he may trample upon the rights 
of others. Also, every man may own 
property and can depend upon his gov- 
ernment to protect him in his right to do 
so. 
Mr. Kent’s recommendations with re- 
spect to giving and lending money to 
foreign countries are of interest. The es- 
sence of his proposals is evident in the 
following quotation : 

From the standpoint of ideologies, Social- 
ism leads to Communism and Communism 
to totalitarianism. This says to our people 
in no uncertain terms that in trying to put 
the peoples of Europe into position to re- 
make their own lives, we must recognize the 
fact that we have a perfect right, without 
infringing on the rights of others, to give 
what we can, particularly as it requires great 
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sacrifices on the part of our people, only 
in such ways as can lead to the freedom of 
the peoples whom we are trying to help. 

Naturally the communist line, if we so 
operate, will be to endeavor to further un- 
rest by claiming that we are trying to force 
our own way of government upon the peo- 
ples of Europe. Our best answer to such 
a line is to go our own way unperturbed 
and control the things which we give in 
such a manner that as they are accepted, 
greater freedom is evidenced for the peoples 
concerned. 

What will it avail the people of Great 
Britain if we help to rivet the fetters of 
Socialism upon them, and lengthen the time 
that they must suffer under such conditions 
before they can save themselves and reach 
toward a standard of living that is not possi- 
ble under great bureaucracies, but that is 
easily attainable under free enterprise? By 
assuring ourselves that the aid we extend 
Great Britain will not be wasted, we will not 
be curtailing the freedom of the British 
people in any way, nor will we be demanding 
that they govern themselves in our way. In- 
stead, as givers, we will control our gifts 
only to the extent necessary to make them 
in our opinion—most effective for the British 
people. As givers our opinion should prevail. 

On the other hand, if we delay the break- 
down of a government which wishes to na- 
tionalize its people and thereby destroy them, 
we will be wasting our substance, we will 
be sacrificing the American people needlessly ; 
and we will be prolonging the hardship of 
the British people. 


Taxation 


SYSTEM of taxation must prevail that 
leaves to those with medium and 
higher incomes, including profits, the ma- 
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jor portion of their returns. Expanding 
on this idea, Mr. Kent said: 


Until those to the left obtained sufficient 
power to require that government, through 
taxation, confiscate in large part the earn- 
ings and profits of those receiving medium 
and large incomes annually, venture capital 
in the United States was never jeopardized. 
At present, however, private enterprise can- 
not function normally and freely as it should 
be able to do in the interest of all the people, 
particularly those with smaller incomes who 
must depend for their jobs and most of their 


conveniences of living upon the use of invest- 

ment and venture capital that represents ex- 

cess income over sums required for living 
purposes—capital that is not available under 
our present system of taxation. 

Mr. Kent emphasized the point that 
excessive and wasteful government ex- 
penditure is not only at the bottom of our 
present inflationary period, but that it 
also is the reason for the destructive 
taxation which exists in this country 
today. 





Educational Program of Institute 
Of Gas Technology 


NE of the aims of the Institute of 
Gas Technology is to provide the 
gas industry with young men specially 
trained in its technology. The institute 
annually awards a number of fellowships 
to selected college graduates to pursue a 
2-year course leading to the master’s de- 
gree in gas technology or a 4-year course 
leading to the degree of doctor of philos- 
ophy. 

The Institute of Gas Technology, 3300 
Federal street, Chicago 16, is a nonprofit 
group established and supported by the 
gas industry to promote its progress 
through research, education, and infor- 
mation service. It is affiliated with the 
Illinois Institute of Technology. 


The educational program is one of the 
most important functions in the over-all 
plan which led to the institute’s establish- 
ment in 1941. At present five new men 
and six second-year men are pursuing 
graduate studies in the fall term at the 
institute. 

Also, there are six men complet- 
ing their requirements for the degree of 
master of gas technology this year. They 
are expected to join the gas industry this 
June. 

In the latter part of 1948, the institute 
started a monthly news letter. It is a 4 
page printed publication devoted primar- 
ily to news of the institute’s activities and 
the interests of its sponsors. 





What Are Earnings? 


HERE seems to be no general agree- 

ment as to what constitutes earnings 
or profits. The confusion is increased 
when attempts are made to determine 
whether profits are too high or too low at 
any particular time. Arguments on these 
questions are not confined to the man on 
the street. Within the past few weeks 
Harvard professors have been taking op- 
posite sides on the question as to whether 
or not present corporate profits were ex- 
cessive. Even expert accountants take op- 
posing views. It therefore is not surpris- 
ing that the public doesn’t know ; possibly 
never will, 


One of the reasons for confusion on 
the part of the public is the often re- 
peated, but true, business expression that 
the retailer “marks up” the wholesale 
price by 25 per cent or more. This is often 
thought of as profit because forgotten 
are the many expenses in addition to the 
actual cost of the goods to the retailer. 

The Bell Telephone Company of Penn- 
sylvania and the Diamond State Tele- 
phone Company in their employee maga- 
zine, The Telephone News, for Novem- 
ber, 1948, explain the companies’ earn- 
ings on two pages containing simple text 
and two readable charts. One chart is en- 
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titled “Customers Think We Earn,” and 
it shows confusion of the widest variety, 
based on an actual survey. For example, 
7 per cent of the people thought the com- 
panies made 30 per cent or more; and 
nearly half of the customers had no opin- 
ion at all. 

The other chart reveals the actual re- 
turn on plant investment, by quarters on 
an annual basis since the fourth quarter 
of 1947. There has been a continuing de- 
cline in the return since the last quarter 
of 1947, when it stood at 4.35 per cent. 
By the third quarter of 1948, the re- 


turn had dropped to 3.37 per cent. 


HE text explains that the companies 
need two kinds of dollars—“the 
dollars our customers pay us for serv- 
ices to run the business, and the dollars 
we get from investors to carry out our 
program to meet the public’s demands for 
telephone service.” To meet those de- 
mands, the companies must raise well 
over a hundred million dollars within the 
next few years. 
Present earnings may make it difficult 
to attract such money from investors. 





Notes on Recent Publications 


Pacific Northwest. The Harvard Business Re- 
view, in its May, 1948, issue, has published 
a 23-page article entitled “Appraisal of the 
Pacific Northwest.” The writer is Maurice 
W. Lee, dean, School of Economics and 
3usiness, the State College of Washington, 
Pullman. 

The major portion of the analysis is de- 
voted to the problem as to whether or not 
that region can improve the “balance” of its 
economy by carrying forward the manufac- 
turing developments which were stimulated 
by the war. In general, the answer is Yes. 
Scope of the article is indicated by the sub- 
jects treated—economic background, popula- 
tion, products and income, industrial develop- 
ment, power resources, atomic energy, new 
electro processes, agriculture, extractive in- 
dustries, and foreign trade. The writer con- 
cluded that the region will continue to be at- 
tractive to migrants from other sections of 
the country as well as to outside capital. Har- 
vard Business Review, May, 1948. Published 
bimonthly. Editorial and business offices Gal- 
latin House, Soldiers Field, Boston 63, 
Massachusetts. Price, $1.50 per copy. 


The American Economy, The future of Ameri- 
can economic institutions has been forecast 
favorably in a new book by Sumner H. 
Slichter, He believes in the American sys- 
tem of private enterprise, but he analyzes 
the structure with a critical eye. The sys- 
tem’s problems, prospects, strength, and 
weaknesses are dealt with in detail. Four 
major problems discussed are: (1) indus- 
trial relations, (2) economic stability, (3) 
international economic policy, and (4) in- 
centives necessary to increase industrial ca- 
pacity and production, Professor Slichter 
finds our economy undergoing a basic trans- 
formation, as power shifts from manage- 


121 


ment to labor. However, he believes that 
this new “laboristic” society can preserve the 
best features of Capitalism. Graduated from 
the University of Wisconsin, Mr. Slichter 
continued his academic work at Chicago, 
Princeton, Cornell, and Harvard. Since 
1942, he has been chairman of the research 
advisor board of the Committee for Eco- 
nomic Sictaownent: The American Econo- 
my, Price, $2.75. Alfred A, Knopf, New 
York, New York. 


Personnel Problems. Personnel officers in util- 
ity companies who are not familiar with the 
Personnel Journal may find articles of value 
to them in that publication. For example, in 
the July-August, 1948, issue, the eye of this 
reviewer checks three articles as he scans 
the table of contents. The first, called “Com- 
munication and Training—The Tools of 
Supervisory Development,” was written by 
William J. Eisenberg and Charles G. Don- 
erly. This article describes in detail a con- 
tinuous program of supervisory development 
conferences, which provide a 2-way system 
of communication while concurrently in- 
structing supervisors in the techniques of dis- 
charging their duties effectively. A second 
article, “The Field Review Method of Em- 
ployee Evaluation and Internal Placement,” 
was written by Guy W. Wadsworth, Jr., of 
the Southern Counties Gas Company of Cali- 
fornia, This is an exposition of a method 
which enables the personnel department help 
the operating supervisors to do a better job 
of placing, developing, and reporting on their 
workers. Third, Martha E, Schaaf, Eli Lilly 
& Company, Indianapolis, has presented an 
informative short discussion of “The Com- 
pany Library.” Personnel Journal. Published 
11 times a year; July and August issues 
combined. Swarthmore, Pennsylvania. An- 
nual subscription price $5. 
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Events 


In General 
FPC Issues Revision of Maps 


HE Federal Power Commission on 
December 30th issued a 1948 re- 
vision of its map series, “Principal Elec- 
tric Utility Generating Stations and 


Transmission Lines in the United 
States.” Comprising eleven regional 
maps and six supplementary sheets, the 
series shows, in general, transmission 
lines of 22 kilovolts and above, electric 
utility generating stations of 1,000 kilo- 
watts and above, and industrial electric 
generating stations of 1,000 kilowatts 
and above when interconnected with an 
electric utility. 

The maps are revised as of June 30, 
1948, and are sold exclusively by the 
Federal Power Commission. The com- 
plete set of eleven with supplementary 
sheets is $2.50 and individual maps are 
25 cents each. 

The eleven regions shown in the series 
are the New England, Middle Atlantic, 
Southeastern, East Central, Upper Great 
Lakes, Ozark and Panhandle, Western 
Gulf, Southwest Mountain, Northwest 


Central, Pacific Northwest, and Pacific 
Southwest. 


Steam Plant Condemned 


HE National Association of Elec- 

tric Companies early this month 
condemned the electric plant proposed by 
the Tennessee Valley Authority at New 
Johnsonville, Tennessee, as “eventual so- 
cialization of all industry.” 

Association President P. L. Smith 
charged that “TVA forces are opening 
a new, more vigorous campaign to get 
the plant.” He added that the free en- 
terprise system of the United States is 
at stake in the controversy. 

In a booklet, “TVA’s New Design for 
Power,” Smith said the issue over the 
$84,000,000 project “should not be a 
power company fight alone. It involves 
everyone interested in preserving the 
American way of life.” 

The booklet emphasized the associa- 
tion’s opposition to any government proj- 
ect which would launch “the Federal gov- 
ernment into a commercial business.” 


California 


Power Truce Reached 


_ U. S. Bureau of Reclamation 
and the Pacific Gas and Electric 
Company effected a truce recently in 
their long fight over distribution of pow- 
er generated at Shasta dam. 

By temporary agreement, revocable 
on twenty-four hours’ notice, the com- 
pany will continue to receive Shasta pow- 
er at the substation near Cottonwood and 
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distribute it precisely as it distributes 
power from 7 g other sources. The agree- 
ment will prolong an emergency wartime 
contract, entered into in 1943, which ex- 
pired at midnight on December 31st. 
That contract covered two of the 
Shasta generators with an installed ca- 
pacity of 150,000 kilowatts. An addi- 
tional 150,000 kilowatts, generated by 
two newly completed generators, is being 
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distributed by the PG&E under a day-to- 
day agreement. A fifth 75,000-kilowatt 
unit is expected to be in operation by 
March Ist. 

Under the wartime contract, the com- 
pany paid approximately 4 mills per kilo- 
watt hour for Shasta power. The tem- 
porary agreement fixes the price at about 
5 mills. This figure will yield the bureau 
about $8,156,000 for 1949 for power 
from the four existing generators—an 


increase of more than $1,700,000 over 
1948. In addition to the higher rate, the 
agreement gives the company rent-free 
usage of the government’s Oroville- 
Shasta transmission line. 

The company will contirue to deliver 
power to pumping plants at Tracy and 
at Contra Costa and to other Central val- 
ley projects on an exchange basis—de- 
livering four kilowatt hours for every 
seven received at Shasta. 


Connecticut 


Utility Authorized to Hike Rates 


HE state public utilities commission 

last month authorized the Connecti- 
cut Power Company to raise its gas and 
electric rates on January 15th. The new 
rates affect about 110,000 customers and 
will add about $540,000 a year to the 
company’s revenues. 

The company indicated that it may 
need further rate raises to meet greatly 
increased costs of proposed plant con- 
struction. 
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The gas rate increase will add about 

— a month to each gas customer’s 
ill. 

The electric rate increase will be made 
by applying a fuel charge to bills of resi- 
dential and small commercial customers. 
It has been applied only to bills of indus- 
trial or large commercial customers. It 
will add about 5 cents to the bill of a 
customer using 50 kilowatt hours a 
month, 20 cents to the 200-kilowatt-hour- 
a-month customer, and proportionately 
more in the case of large use customers. 


Georgia 


Power Rates Raised 


| peregrine and commercial electrical 
rates in Savannah have been raised 
by $340,000, effective January 15th, the 
state public service commission an- 
nounced recently. 

The increase will bring $34,000 less 
revenue than the amount requested by 


the Savannah Electric & Power Company 
in a petition filed on August 11th. 

The commission refused to grant in- 
creases on water-heating rates and grant- 
ed a smaller increase for medium and 
large consumers than had been requested 
by the company. 

The higher rates will give the company 
a 6.47 per cent investment return. 


Indiana 


Commission Head Named 


oscor C. O’Byrne, Brookville, for- 
mer judge of the Franklin-Union 
Circuit Court, was named the new chair- 
man of the state public service com- 
mission by Governor-elect Henry F. 
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Schricker last month. The other two 
places on the commission were left va- 
cant for the present. Mr. O’Byrne suc- 
ceeded Leroy E. Yoder, Goshen Repub- 
lican, when the new Democratic admin- 
istration took office on January 10th. 
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Massachusetts 


Power Interchange Agreement 
Authorized 


HE board of public trustees of the 

Metropolitan Transit Authority last 
month authorized an agreement with the 
Boston Edison Company for the inter- 
change of power in the event of any 
emergency breakdown in either’s power 
supply or when it is to the advantage 
of either party to do so. 

“The principal advantage to the 
MTA,” Henry Parkman, acting chair- 
man of the public trustees, explained, “is 
that it will result in maintaining the 


MTA system in a state of constant readi- 
ness to serve the public. In the case of 
a breakdown in the MTA’s power gen- 
erating plant, it will prevent any possible 
shutdown of MTA service by means of 
an instantaneous shift to the power lines 
of the Boston Edison Company. 

“Both parties will benefit, in that it 
will permit either party to sell to the 
other electric current up to 40,000 kilo- 
watts per hour in the event of an emer- 
gency breakdown in the power supply of 
either or when it is to the advantage of 
either party to do so.” 


New York 


Electric Rates Cut—Gas Raised 


B iny state public service commission 
on December 30th ordered Consoli- 
dated Edison Company to slash by 10 
per cent its electric rates for 2,154,000 
customers, but at the same time the util- 
ity received various increases in gas rates 
for its 1,119,000 customers. 

Although no comparison was made by 
Consolidated Edison or by the state com- 
mission, which handed down the two de- 
cisions, it was indicated that for many 
customers the reduction in electric 
charges will be more than offset by a 
higher gas rate. 

The commission said the decrease in 
electric rates would provide a saving of 
$21,500,000 on an annual basis—the larg- 
est single reduction in the history of New 
York utilities. The increase in gas rates, 
the commission said, would amount to 
about $11,440,000. 

Both of the rate changes are tempo- 
rary, pending a final determination. The 
electric rate reduction was effective Jan- 
uary 10th. The increases in gas rates 
may be charged after three days’ notice 
to the public, 

The Kings County Lighting Company, 
which supplies gas to about 115,000 cus- 
tomers in Brooklyn, also was authorized 
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last month by the state commission to file 
new tariff schedules which will increase 
the company’s total gas rates about $376,- 
500. Under the new schedules cus- 
tomers will face increases of 3.7 to 13 
per cent in their monthly bills, depend- 
ing on amount of gas used. 

Chairman Milo R, Maltbie of the com- 
mission said that the company, which 
had asked for a total increase of about 
$415,000, would revise its tariffs to the 
commission’s figures and the new rates 
would take effect on five days’ notice on 
an interim basis until June 30th. 


Maltbie Resigns 


110 R. MALTBIE, seventy-seven- 

year-old chairman of the state 
public service commission, last month ap- 
plied for retirement after eighteen years 
of service in that post under Democratic 
and Republican governors. 

Mr, Maltbie, a Democrat, first sub- 
mitted his resignation to Governor 
Thomas E, Dewey on June 14th. The 
governor took no action, and Mr. Malt- 
bie continued to serve. It was believed 
the governor would be ready to appoint 
his successor by the time Mr. Maltbie’s 
retirement becomes effective on January 
22nd. 
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Oregon 


PUD’s Must Get Voters’ 
Approval 


paz utility districts, before issuing 
revenue bonds, must receive approval 
of the voters, the state supreme court 
decided in a unanimous decision recently. 

The decision was in a Suit brought by 
P. E, Fullerton, a taxpayer, against the 
central Lincoln Peoples Utility District. 
Directors of the district had voted to is- 
sue $200,000 of revenue bonds to enlarge 
their electric facilities but failed to ask 
a vote of the people. 

The decision, which was written by 
Justice Arthur D. Hay, affirmed Circuit 


Judge Carl Wimberly of Lincoln county. 


Joint Pole Use Shunned 


sf HE Portland General Electric Com- 
pany recently rejected a Salem 
Electric Coéperative overture for joint 
use of poles, which would give the latter 
utility an auxiliary transmission line 
linking downtown Salem users with the 
North Salem Bonneville substation, 
Portland General Electric Company 
officials said such action would result in 
confusion, Voters at the general election 
granted the Salem Electric Codperative 
expanded franchise privileges in the city. 


- Pennsylvania 


UMW Urges State Tax 
Tze United Mine Workers of Amer- 


ica recently proposed a state tax on 
fuel oil and natural gas to replace what 
the union termed the present local “tax 
anything law.” 

The local tax law; enacted in 1947, 
permits local units of government to im- 
pose levies on anything not taxed by the 
state. Many local taxing bodies in coal 


areas have placed levies on coal when 
it is removed from the ground. 

The UMW announced its advocacy 
of the new levy after a legislative con- 
ference attended by more than na- 
tional and district officers of the union. 

A spokesman said the proposed tax 
would be levied on fuel oil and natural 
gas used within the state as well as “fuel 
which flows through Pennsylvania.” 


South Carolina 


Santee-Cooper Head Denies 
“Suspicion” 


Ss Senator R. M. Jefferies on 
December 31st denied a charge that 
South Carolinians have reason to view 
the state public service authority (San- 
tee-Cooper) with suspicion and distrust. 
Jefferies, general manager of the huge 
Santee-Cooper project, said there were 
no plans afoot to invade the field of pri- 
vate enterprise and compete with private 
utilities, 

His statement came after a Charleston 
newspaper suggested the state general 
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assembly investigate the authority “to as- 
certain the facts behind the suspicion and 
distrust with which the authority is 
viewed by so many South Carolinians.” 

Jefferies said, “as for invading private 
enterprise, we are trying to stimulate pri- 
vate enterprise by attracting new indus- 
try to the state with low-cost power and 
plenty of it.” 

When asked if there was a tie-in be- 
tween Santee-Cooper and Central Elec- 
tric Power Codperatives, Inc., now try- 
ing to get $7,959,500 Federal money for 
building rural electric lines, Jefferies re- 
plied : 
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We hope there will be. We hope to get 
our power to the farmers who so badly need 
it. We certainly can’t depend on the private 
utilities to carry it to them. 


Walter C. Herbert, director of the 
electric utilities division, state public 
service commission, recently said there 
was no need for any new distribution 
lines in the state, except in certain few 
and limited places. 

The Central Power Codperatives have 
been granted a Federal loan of nearly 


$8,000,000 to build 734 miles of rural 
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lines to distribute low-cost Santee-Cooper 
power, mostly through parts of the Pee 
Dee area and central South Carolina, 

Officials of the private power compa- 
nies in the state have objected to the loan, 
charging the co-ops are helping Santee- 
Cooper prepare to compete with private 
utilities to the “nth degree.” S. C, Mc- 
Meekin, president of the South Carolina 
Electric & Gas Company, said his firm 
would distribute Santee-Cooper power 
to the codperatives “without a penny of 
profit.” 


Washington 


PUD Wins Right to Sue 


("cn Snohomish County Public 
Utility District No. 1 permission to 
begin its second condemnation suit 
against properties of the Puget Sound 
Power & Light Company, United States 
District Judge Lloyd L. Black last month 
granted the PUD a decree of public use 
and necessity, 

The date for trial of the suit was not 
set. The properties the PUD seeks are 
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in Snohomish and, Island counties. The 
company was awarded $9,500,000 for 
those facilities in a similar action in 
March, 1943. The award was rejected 
by the PUD as too high. 

Judge Black pointed out that the PUD 
is the first one in the state to begin a con- 
demnation proceeding in Federal court 
and is the first to begin a second action 
after having turned down an award ina 
prior action. 


Wisconsin 


Strike against Co-op Postponed 
_—_———— strike which would 
have cut off electricity to 65,000 
customers in four states has been averted, 
at least temporarily, the Dairyland Pow- 
er Codperative announced recently. 
John Madgett, the codperative’s man- 
ager, said the AFL electrical workers 
had agreed to hold up any strike action 
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until at least the end of January. Mean- 
while, negotiations would continue, he 
said. The contract with the codperative 
expired December 31st. 

About 100 members of the union had 
filed notice that they would walk out 
after the first of the year if their de- 
mands for contract improvements and 
wage increases were not met. 


Wyoming 


Heating Expansion Delayed 


NSTALLATION of additional gas fur- 

naces and heaters may continue to 

be banned in Laramie despite a fuel con- 
servation program. 
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Earl Burns, chairman of the state pub- 
lic service commission, said that the com- 
mission had not yet decided whether to 
revoke or continue its recent order ban- 
ning the installations. 
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Progress of Regulation 


Service Denial to Enforce Payment 
Impairs Public Relations 


Sf Utah commission, in authoriz- 
ing rate increases for a telephone 
company, approved a discount for 
prompt payment but disapproved a 
policy of discontinuing service in cases 
of slow or delinquent payments. The 
commission said : 


. the area served by the applicant con- 


e 


sists of small communities in which prac- 
tically all of the residents are acquainted 
with each other, and resort to discontinu- 
ance of telephone service as a means of 
enforcing payment of delinquent telephone 
bills creates difficult —_ relations ag 
tween the management .. . and its patrons . 


Re Gunnison Telep. Co. (Case No. 
3325). 


Free Service beyond First Exchange Ended 


ta Indiana commission approved 
the cancellation of free service be- 
yond the first or next adjacent telephone 
exchange upon conversion to automatic 
dial services. The company was in the 
process of converting to automatic dial 
service and was installing 2-way dial 
trunk telephone lines between certain 
exchanges. 

After conversion each exchange would 
be full automatic and no operator would 
be in attendance. The commission found : 


That it would be unreasonably burden- 
some and expensive for said petitioner to 
maintain an operator at any exchange or to 
install additional equipment to handle free 
long-distance service beyond the first and 
next adjacent exchange and the use of this 
service would be difficult for the public. That 
toll rates to be applied where free service 
is discontinued should be the same as the 
present toll rates authorized for Indiana Bell 
Company and that the income from such 
tolls would be negligible. 


Re Eastern Indiana Teleph. Co. (No. 
20582). 


7 


Commission Cannot Decide Legal Matters 


FTER hearing evidence as to the man- 

ner in which a lease of a motor car- 

rier certificate had been broken, the Colo- 

rado commission made this observation 

as to the limits of the commission’s 
jurisdiction : 

We cannot decide legal matters—as for 


instance, whether the lease has or has not 
been breached to the extent that Resler is 
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justified in canceling it. That is a court 
question. We are limited to the question of 
whether lessee’s service and practices have 
been so inconsistent as to justify cancella- 
tion of his operating rights (and possibly 
in a suitable case the cancellation of the 
certificate). 


Re Resler (Application No. 8930, Deci- 
sion No. 31350). 
JAN. 20, 1949 
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Cab Certificate to Meet Geographical Needs 


HE Colorado commission granted a 

certificate for taxicab service to an 
area outside the geographical limits of a 
city which had already issued a franchise 
for an intracity operation. 

The city of Pueblo, the commission 
observed, was so situated that much an- 
noyance to the public resulted from the 
fact that several hospitals and hotels, the 
main railroad station, and a large indus- 
trial plant were technically outside the 
city limits although they were, for all 


practical purposes, part of the city. The 
commission consequently awarded a cer- 
tificate to the carrier to serve outside the 
city so that the public would not be in- 
convenienced by having to change car- 
riers at the city line. 

The fact that one of the company 
owners had pleaded guilty to a mis- 
demeanor charge was not in itself con- 
sidered disqualifying. Re Wright et al. 
(Application No. 9405, Decision No. 
31381). 


=e 


Transfer of Certificate of Heavily Indebted 
Motor Carrier Authorized 


6 ia Colorado commission author- 
ized the sale of a certificate of a 
motor carrier which was heavily in debt 
even though the sales price was not suf- 
ficient to pay all of the carrier’s 
creditors. 

The commission could see no ad- 
vantage in refusing to authorize the 


transfer where the service rendered by 
the debtor carrier had not been satisfac- 
tory and where the carrier seeking the 
authority was an experienced operator 
who was well qualified pecuniarily and 
otherwise to render satisfactory service. 
Re Clark (Application No. 9349-PP- 
Transfer, Decision No, 31387). 
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Firms Not Allowed to Handle Financing of 
Affiliate without Competitive Bids 


- I ‘HE Federal Power Commission, in 
granting authority to Tennessee 

Gas Transmission Company to construct 
and operate additional pipe-line facilities, 
attached a condition that any debt securi- 
ties to finance these facilities should be 
sold at open competitive bidding. The 
company had intended to let Stone & 
Webster Securities Corporation and 
White, Weld & Co. handle the financing. 
White, Weld & Co. and Stone & Web- 
ster, Inc. (parent of Stone & Webster 
Securities Corporation), were said to be 
predominant stockholders of the Tennes- 
see Company. No other financial houses, 
underwriters, or other persons had been 
given an opportunity to submit pro- 
posals with respect to financing, Halsey, 
Stuart & Co., Inc., intervened and ad- 
vocated that any certificate should be 
conditioned with the requirement that 


debt securities be sold at open competi- 
tive bidding. This financial house pro- 
posed to bid. 

Because of the lack of arm’s-length 
relationship, the commission said, it 
would not be in the public interest to 
permit the company to undertake financ- 
ing under arrangements where it would 
be headed and managed by the dominant 
financial interests in the company. The 
evidence, said the commission, indicated 
that competitive bidding might be ex- 
pected to produce more economical 
financing. It would assure a canvass of 
the money market, thus offsetting the 
lack of arm’s-length relationship. 

The plan and method of financing were 
said to be an important factor requiring 
the commission’s consideration in deter- 
mining, under § 7 of the Natural Gas 
Act, whether public convenience and 
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necessity require construction and op- 
eration of the proposed facilities. 

None of the parties had questioned 
the commission’s authority to attach a 
condition requiring competitive bidding 


REGULATION 


to a certificate under that section of the 
act. Section 7(e), it was pointed out, pro- 
vides that the commission has power to 
attach conditions. Re Atlantic Seaboard 
Corp. et al. (Docket Nos, G-854, G-962). 


€ 
Intrastate Character of Shipments Not Changed by 
Use of Out-of-state Highways 


HE Pennsylvania commission or- 

dered a motor carrier to cease 
operation not permitted by its certificate, 
notwithstanding the carrier’s protest that 
the operations were interstate and be- 
yond state authority. 

The shipments in question were be- 
tween two points in Pennsylvania over 
Ohio highways, The carrier’s interstate 
certificate did not authorize the ship- 
ments questioned by the state commis- 
sion. 

The commission pointed out: 

Since the Interstate Commerce Commis- 
sion has not characterized such transporta- 
tion interstate, this commission has jurisdic- 
tion to inquire whether the commerce in 
question was intrastate, in fact... . 


Accordingly this commission has jurisdic- 
tion also to determine whether the carriage 
of metal grinding compound and steel shafts 
across the state line in this case was a mere 
subterfuge to evade the regulatory authority 
of this state. 


In applying these factors, the com- 
mission discovered that the distance was 
26 miles greater over the out-of-state 
route and that no out-of-state terminal 
was used for either pickup or delivery. 

As further proof of the intrastate 
character of the shipment, the commis- 
sion pointed out that the intention of the 
shipper, which is often considered con- 
trolling, was to effect an intrastate move- 
ment. Re Metz (Application Docket No. 
40876). 
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Public Interest in Security Issues 


HE Alabama commission authorized 

Mobile Gas Service Corporation to 
issue debentures maturing after twenty 
years and carrying an interest rate not 
to exceed 4 per cent. The proceeds are 
to be used mainly for the extension and 
improvement of the company’s gas dis- 
tribution system. 

In passing upon an application for 
approval of such a transaction, said the 
commission, consideration must be given 
to the entire public interest to be affected. 


The commission explained as follows: 


It cannot be reasonably overlooked that, 
in any proceeding of this character, the pub- 
lic interest involved embraces not only the 
interest of those who now are, or may here- 
after become the holders of the securities 
of petitioner, but also involves the ability 
of the utility to meet its obligations there- 
after under the law to provide adequate serv- 
ice at reasonable rates at all times to its 
customers. 


Re Mobile Gas Service Corp. (Docket 
11845). 


& 


No Delay on Stock Retirement 


HE Securities and Exchange Com- 
mission ruled that American Light 
& Traction Company, a subsidiary of 
United Light & Railways Company, may 
not further delay retirement of preferred 
stock required as part of a reorganization 
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plan. The commission said that it would 
take steps to assure compliance unless 
the management acts promptly. 

Some portions of the plan are involved 
in proceedings before the Federal Court 
of Appeals. The commission decided, 
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however, that this does not prevent re- 
tirement of this stock. 

None of the steps of the plan can be 
completed until the holding company ac- 
quires the preferred stock. Nevertheless 
the board of directors had adopted a 
resolution declaring that it would not be 
practical to purchase this stock until a 
satisfactory opinion has been rendered 
by the court upholding the commission’s 
order. 

The commission, however, noted that 
the court review does not relate to the 
stock retirement phase. The commission 
would not agree that this was not a 
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“practicable” time to carry out the pro- 
vision relating to stock retirement. Neces- 
sary funds had been made available. 
Nothing unforeseen had entered the pic- 
ture to upset the timetable clearly en- 
visaged by those presenting the plan. 
The commission ruled that its reserve 
powers clearly include the power to de- 
termine the sequence and timing of steps 
to be taken in the consummation of a 
simplification plan so that the objectives 
will not be defeated by the action or non- 
action of the management. Re United 
Light & Railways Co. et al. (File Nos. 
59-11, 59-17, 54-25, Release No. 8538). 
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Volume Gas Rate Must Cover Cost 


HE North Carolina Utilities Com- 

mission overruled the objection of 
large users of gas to a new rate provid- 
ing for billing for gas consumption over 
6,000 cubic feet at a straight rate of one 
dollar per thousand cubic feet. 

To the protest that such a rate schedule 
would not offer any incentive for indus- 
trial expansion in the area served by the 
utility, the commission replied with the 
following comment : 


While the commission can appreciate the 
position taken by the protestants, at the 
same time the commission is strongly op- 
posed to any class or group of customers 
receiving service at less than the actual cost 
of furnishing same for the reason that when 
any customer of any public utility pays less 
than it costs the utility to provide the service 
other customers are required to pay more 
than they should pay to subsidize the other 
customers. 


Re Goldsboro Gas Co. 
4398). 


(Docket No. 


e 


Investment Bankers Denied Right to Acquire Control of 
Holding Company Undergoing Liquidation 


HE Securities and Exchange Com- 

mission disapproved the proposed 
sale by the Middle West Corporation of 
its entire interest in the common stock 
of United Public Service Corporation to 
investment bankers. It believed that the 
transaction would interfere with the 
carrying out of the provisions of § 11 
of the Holding Company Act. 

The United system was in the process 
of liquidation. The contract of sale was 
specifically conditioned on the entry of 
a commission order exempting the pur- 
chaser as a holding company from the 
requirements of the Holding Company 
Act. 

The commission observed that ap- 
proval of the acquisition on the proposed 
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terms would result in a shift of control 
of the liquidation process from a regis- 
tered holding company to a controlling 
group specifically exempted from the 
provisions of the act. It did not consider 
this appropriate at this stage of the liqui- 
dation process. 

The proposed transaction also raised 
the question whether a sale by the holding 
company of its interest in the subholding 
company was an appropriate means of 
compliance with § 11 of the act. The 
commission said: 

The statutory policy expressed in that 
section requires the termination of the ex- 
istence of any company whose continued 
existence unduly or unnecessarily compli- 


cates the structure of the holding company 
system of which it is a member, or unfairly 


wen eet et eo SO LID O 


PROGRESS OF REGULATION 


or inequitably distributes voting power 
among the security holders of such system. 
The record indicates that United performs 
no essential function and is merely a cor- 
porate shell interposed between UPU and 
Middle West. Further, the existence of 
United makes it possible for the holder of 
the 56 per cent Middle West interest in 
that company to control the UPU system, 
though the Middle West holdings in United 
represent only approximately a 22 per cent 
interest in UPU. The evils of continuing 
such unnecessary pyramiding are in sharp 


conflict with the purposes of the statute. 
For these reasons it would appear that § 
11 requires Middle West to comply with 
the order of January 24, 1944, directing it 
to dispose of its interest in United, by caus- 
ing that company to be liquidated and dis- 
solved, and that, accordingly, the proposed 
transaction is detrimental to the carrying 
out of the provisions of § 11. 


Re Middle West Corp. et al. (File Nos. 
70-1851, 31-559, Release No. 8421). 


e 


Other Important Rulings 


A= brought by the United States 
against the Interstate Commerce 
Commission and the United States to set 
aside an order of the commission which 
dismissed a complaint of the United 
States seeking an allowance from rail- 
roads for wharfage and hauling services 
was dismissed by the United States Dis- 
trict Court for the District of Columbia 
under the rule that no person may sue 
himself. United States v. Interstate 
Commerce Commission, 78 F Supp 580. 


The Colorado commission, in author- 
izing an electric company to sell its prop- 
erties and operating rights to another 
electric company, stated that a property 
owner should be allowed to sell, unless 
it would be detrimental to the public to 
do so. Re Inland Utilities Co. et al. 
(Decision No. 31119, Application No. 
9448). ; 


The special term of the New York 
Supreme Court for Bronx county ruled 
that the application of a tavern for 
restoration of telephone service which 
had been discontinued when the tavern 
manager and one of the employees had 
been arrested for gambling charges, 
should be granted upon their acquittal of 
the charges, subject to the utility’s having 
facilities available. Tavern v. New York 
Teleph. Co, 82 NY Supp 515. 


A telephone rate differential between 
subscriber-owned and company-owned 
telephone instruments was approved by 
the Wisconsin commission for a 
telephone company serving principally 
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stockholders, providing that the reduced, 
rates for service where the subscriber 
owns his own instrument be made avail- 
able to both stockholders and nonstock- 
holders. Re Hull Teleph. Co. (2-U- 
2807). 


The Wisconsin commission, in author- 
izing new rates for a municipal water 
utility, ordered that a rate be set up to 
cover flushing and sprinkling service 
which had previously been rendered to 
the city free of charge, and also that 


private fire protection service rates be 
designed to compensate the utility for the 
cost incurred in being ready to supply 
such a stand-by consumer at any time. 
Re Evansville (2-U-2775). 


When customers of a municipal water 
plant objected to additional customers 
being included on their extended water 
main, the Wisconsin commission investi- 
gated the matter and after determining 
that increased costs would be involved if 
additional customers were included, 
ordered that the original applicants for 
service be considered as a _ separate 
group for the purpose of determining 
their proper contributions to the cost of 
the extension. Re City of Tomahawk 
(2-U-2768). 


The Louisiana commission authorized 
the issuance of common stock, mortgage 
bonds, and debentures which would re- 
sult in a decrease in the ratio of common 
stock equity from 55.5 per cent of the 
total capital and surplus to 43.2 per cent, 
stating that this decrease was not suffi- 
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cient to warrant adverse findings, par- 
ticularly since even after refinancing the 
common stock ratio was higher than 
necessary for financial soundness. Re 
Central Louisiana Electric Co., Inc. 
(Order No. 4969, No. 5036). 


A telephone company was allowed a 
temporary rate increase by the Missouri 
commission, even though its evidence as 
to the original cost of property was in- 
conclusive and its income statements 
were open to criticism, where the com- 
mission was convinced that the company 
had a sizable investment in plant and 
that its net return was not even approxi- 
mately a fair return to the utility owner. 
Re Western Light & Teleph. Co., Inc. 
(Case No. 11,176).° 


The Securities and Exchange Com- 
mission, in permitting subsidiaries to 
change the par value of common stock 
and reclassify the stock, and permitting 
the acquisition of the reclassified stock 
by a holding company in exchange for 
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presently outstanding stock, decided that 
it was not necessary to impose a condi- 
tion as to prompt divestment of holding 
company assets, since a divestment order 
was outstanding and the commission’s 
order approving a plan for liquidation 
and dissolution contained a reservation 
of jurisdiction to insure prompt divest- 
ment. Re North American Light & 
Power Co. et al. (File No. 70-1963, Re- 
lease No. 8625). 


The foreign air carrier permit of an 
air line operating between the Philippines 
and the United States was amended to 
include the island of Guam, when it ap- 
peared that the presence of a large num- 
ber of Filipino citizens on Guam had 
created a strong community of interest 
between that island and the Philippines 
and where, by reason of reciprocal 
rights granted in a bilateral agreement 
between the United States and the 
Philippines, the proposed amendment 
would be in the public interest. Re 
Philippine Air Lines (Docket No. 3478). 
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KENTUCKY PUBLIC SERVICE COMMISSION 


Southern Bell Telephone & Telegraph 
Company 


November 9, 1948 


ROCEEDING relating to proposed increase in intrastate tele- 
phone rates; rate increase denied and company required to 
refund excess collected since original order of suspension. 


§ 186 — Reasonableness — Burden of proof. 

1. The burden is upon a company seeking increased rates to show that the 
proposed rate structure is a reasonable one for a reasonable period of time 
in the immediate future, p. 36. 


§ 1 — Frequent fluctuation. 

2. Utility rates should not fluctuate either upward or downward habitually 
every six months, as this is unfair to the investor, to management, and more 
especially to the public, p. 36. 

§ 152 — Reasonableness — Forecast for future. 

3. Because a utility earns much or little during a short period is no reason 
why its rates should be altered unless there is good reason to believe that the 
excess or the deficiency in earnings will continue into the future, p. 36. 


§ 648 — Evidence — Past record — Future estimates. 

4. Data in a rate investigation should cover several years, showing in rea- 
sonable detail records for the past and estimates for the future, so that the 
various items of operating income and of operating expenses may be com- 
pared for the various years to establish their trends and to determine to 
what extent each is likely to recur; because proposed rates may or may not 
appear reasonable in the light of an eight months’ period is nowise conclu- 
sive that they may or may not be appropriate in the light of ensuing months 
or years, particularly when that period is abnormal, p. 37. 


§ 174 — Reasonableness — Determination of rate base. 


5. Determination of the rate base is the first step in considering the rea- 
sonableness of any rate structure; the prime essential is the amount upon 
which the utility should be permitted to earn, p. 37. 


Valuation, § 21 — Rate base determination — Average investment. 


6. Evidence as to average investment is entirely irrelevant as a rate base 
when it includes original cost of plant in use, under construction, or held 
for future use, plus cash requirements, and makes no allowance for depre- 
ciation of plant, p. 37. 


Valuation, § 85 — Accrued depreciation. 


7. A public utility company should not be permitted to continue to earn on 
the amount of its original investment which has been recovered from the 
public to compensate for depreciation of plant, p. 37. 
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Valuation, § 224 — Plant under construction. 
8. Telephone plant under construction does not represent plant in use and 
has no place in a rate base ; when construction is completed the amount trans- 
ferred to plant in use includes not only the amount of original capital out- 
lay but also interest on this amount during the period of construction, 
p. 38 

Valuation, § 290 — Working capital — Effect of advance payments — Tax ac- 

cruals, 

9. A telephone company should not be allowed an amount for working capi- 
tal representing operating expenses paid in advance where advance pay- 
ment of revenues and delayed payment of accrued taxes more than offset 
actual cash requirements, p. 38. 
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Valuation, § 36 — Rate base — Net average capital investment. 


10. A company cannot complain that the rate base is inequitable when it 
is equal to or exceeds the net amount of the average capital investment, 
p. 38. 


Valuation, § 409 — Evidence of reproduction cost — Admissibility. 
11. Evidence as to the cost of reproduction is admissible as a factor in de- 
termining the rate base, p. 39. 


Valuation, § 413 — Evdience of reproduction cost — Objectionable features. 

12. Evidence of reproduction cost is none too satisfactory when the testi- 
mony does not show whether reproduction prices are based upon present: 
day costs for single units or for quantity lots, prices are estimated as of a 
certain date and brought forward to a later date by formula, prices are not 
averaged over the period which would be required to reproduce the plant, 
much of the plant could not reasonably be reproduced and would not be 
reproduced because of obsolescence, and a modern plant would differ from 
the existing plant, p. 39. 


Appor. 


Appor: 


Apport 


Valuation, § 75 — Reproduction cost — Cost of money as a factor. 
13. For rate-making purposes the ephemeral factor of reproduction cost as 
of a given date cannot be divorced from the related cost of reproduction 
money as of the same date, p. 40. 


Revenues, § 1 — Overcharges credited on bills. 
14. The amount of overcharges made during a preceding period, credited 
to customers on current bills instead of being paid to them, is as much a part 
of operating revenues for the period as the checks and currency which actual- 
ly went into the cash drawer and should be considered in arriving at the rate 
of return, p. 40. 


Revenues, § 1 — Telephone company — Intrastate and interstate tolls. 
15. The Commission, in considering revenues for intrastate telephone serv- 
ice for the purpose of rate making, should consider the fact that intrastate 


tolls are much higher than interstate tolls for corresponding distances, 
p. 41. 


Discrimination, § 181 — Telephone rates — Interstate and intrastate tolls. 
16. A proposed increase in intrastate telephone toll charges which would 
make intrastate tolls 54 per cent higher than interstate tolls for correspond- 
ing distances would be discriminatory ; it would amount to subsidization of 
interstate operations by intrastate revenues, p. 41. 
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Rates, § 198 — Powers of state Commission — Intrastate and interstate telephone 
tolls. 
17. The state Commission, although lacking jurisdiction over interstate tele- 
phone toll rates, is not required to approve intrastate toll rates to subsidize 
interstate service, p. 41. 


Expenses, § 87 — Payment to parent telephone company — Recognition of reduc- 
tion. 
18. A telephone company which in the past has paid 14 per cent of gross 
operating revenues to a parent company for services and licenses should be 
allowed no more than one per cent as an operating expense for the future 
when it is a matter of public knowledge that since the rate hearings were 
held the charge of 14 per cent has been reduced to one per cent, p. 41. 


Apportionment, § 7 — Telephone company — Use basis. 
19. Total value of telephone plant used in common for both toll and local 
services (such as the instrument on the subscriber’s desk and the circuit 
connecting it to the local switchboard), as well as expenses of maintenance, 
depreciation, and ad valorem taxes incident thereto, should not be allocated 
to each respective service in proportion to the time they are in use for toll 
service and for local service respectively, without considering the standby 
value to the subscriber, p. 45. 

Apportionment, § 7 — Telephone company — Value-of-service basis. 
20. Expenses incurred incident to the common use of telephone plant by 
various classes of service, as well as accounts pertaining to plant used in 
common, may equitably be allocated upon the basis of value of service—the 
basis for allocating rates generally, p. 45. 

Apportionment, § 7 — Telephone company — Local and toll services. 
21. Plant accounts of an intrastate telephone company which is part of a 
closely integrated and interdependent telephone system should be allocated 
to local and toll services upon a similar basis to that used in allocating local 
services—value of service, p. 46. 


Apportionment, § 1 — Burden of proof. 
22. The burden is upon a telephone company seeking a rate increase to 
make and present an allocation study based upon sound and equitable princi- 
ples of separation and allocation, p. 46. 


Return, § 26 — Cost of money — Maintenance of credit. 

23. A formula submitted to show the return requirements of a telephone 
company in order to maintain its credit was held to be fraught with fallacy 
where it provided for 2.82 per cent on debt capital without considerin ~ 
credit of the parent company ; 9 per cent on equity capital; and 6.7: 

cent on its allocable portion of funds held available by the parent pert ad 
for subsidiaries—deriving a demand for an annual return of 6.66 per cent 
on its net investment, p. 46. 


Return, § 26 — Bond money factor — Company in nation-wide system. 
24. The bond money factor for a formula to determine the return required 
by a telephone company to maintain its credit must include not only the 
percentage of company debt capital but also the bond money of its parent 
company which supports another percentage of the subsidiary’s capital, 
when the credit of the subsidiary is inseparably tied Mo with and + eamrpe 
upon the credit of the nation-wide system to which it belongs, p 
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WuirttTte, Commissioner: For the 
third time within barely eighteen 
months The Southern Bell Telephone 
and Telegraph Company on July 16, 
1948, increased its intrastate rates in 
Kentucky. It is estimated that this 
latest increase will yield an additional 
$2,065,000 annually in operating reve- 
nues. Of this amount increased intra- 
state tolls account for $415,000, while 
increased local exchange rates and 
some miscellaneous items account for 
the balance. The amount of the in- 
crease in tolls is estimated from the 
volume of long-distance business of 
the company for the quarter ending 
March 31, 1948, and the balance is 
estimated from the number of tele- 
phones in service at the end of that 
period. 

Notice of the increase was filed with 
the Commission on June 22, 1948. It 
being impractical to conduct hearings 
and determine the reasonableness of 
the increase before it became effective, 
the Commission suspended the pro- 
posed rates for a period of 120 days. 
Whereupon, the company, as author- 
ized by K.R.S. 278.190, filed its bond 
in the amount of $750,000 conditioned 
to refund to the persons entitled there- 
to the amount of the excess if the in- 
creased rates are not finally approved, 
and made them effective notwithstand- 
ing the suspension. 

Protests against the increased rates 
were filed by a large number of cities, 
counties, civic organizations, and indi- 
viduals. 

At a hearing held on July 27 and 
28, 1948, the company concluded its 
evidence in chief; and, at this point, 
—the 120-day period of suspension 
being about to expire—the Commis- 
sion is confronted with the question of 
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whether this evidence, uncontradicted, 
supports the increase in rates. 


[1-3] The burden is upon the com- 
pany to show that the proposed rate 
structure is a reasonable one for a rea- 
sonable period of time in the imme- 
diate future. Utility rates should not 
fluctuate either upward or downward 
habitually exery six months. It is un- 


swung 
the a 
779 3 
rate C 
the lot 
in ea 
other 
work 
vestor. 


fair to the investor, to management, Any 
and, more especially, to the public. § strive 
Rates necessarily are made for the should 
future, and neither management nor § of the 
regulatory Commissions possess the [4] 
foresight to fix a rate structure which & a stru 
will yield with precision and exactness & case is 
a given rate of return for any future Mf togeth 
period of time. At the end of a given MM of the 
year the operating income will nearly § period 
always show a slight excess or a slight #31, 16 
deficiency from that anticipated; but § years, 
over a period of years these fluctua- ff record: 
tions tend to offset and equalize each the fut 
other, thereby minimizing any result- of ope: 
ing injustice to the utility or to the expens 
public. Because a utility earns much yariou: 
or little, therefore, during a period of aff and to 
few months—eight months in this is likel 
case—is no reason why its rates should @ it is | 
be altered unless there is good reason trends 
to believe that the excess or the defi-@ for th 
ciency .in earnings will continue intof posed ; 
the future. reasonz 
It is shown, for example, that dur-§ months 
ing the period of 1920 to 1946 theff 1948, | 
annual earnings of the Americanfj May or 
Telephone and Telegraph Company light of 
(of which the Southern Bell Telephone would 
and Telegraph Company is a wholly months 
owned subsidiary) on its stockholders’ 't is al 
investments have ranged all the way probabl 
from 3.82 per cent to 11.26 per cent. abnorm 
Obviously, the one was too low andi tory of 
the other too high. In each instance,@ Even 
however, earnings for the ensuing year is sketc 
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swung back toward the median; and 
the average for the period has been 
7.79 per cent. During that period 
rate changes have been few, but in 
the long run deficiencies and excesses 
in earnings have so offset each 
other from year to year as to 
work no great injustice to the in- 
vestor. 

Any rate structure, therefore, should 
strive for stability, and its design 
should not ricochet at every reaction 
of the economic seismometer. 

[4] The task of adjudging such 
a structure from the evidence in this 
case is extremely difficult, if not al- 
together impossible, because nearly all 
of the pertinent data relates only to a 
period of eight months ending March 
31, 1948. It should cover several 


years, showing in reasonable detail 
records for the past and estimates for 


the future, so that the various items 
of operating income and of operating 
expenses might be compared for the 
various years to establish their trends 
and to determine to what extent each 
is likely to recur. Without such data 
it is impossible to determine such 
trends or to make reliable estimates 
for the future. Because the pro- 
posed rates may or may not appear 
reasonable in the light of an eight- 
months’ period ending March 31, 
1948, is nowise conclusive that they 
may or may not be appropriate in the 
light of ensuing months or years. This 
would be true even if these eight 
months had been normal ones, and 
it is all the more true because they 
probably constitute one of the most 
abnormal periods in the operating his- 
tory of the company. 

Even the data concerning this period 
is sketchy, fragmentary, and much of 


it entirely extraneous, when called 
upon to support the rate structure pro- 
posed in this case. 

[5] In considering the reasonable- 
ness of any rate structure the first 
step is the determination of the rate 
base: the amount upon which the utili- 
ty should be permitted to earn. That 
is the prime essential. Without it 
all other calculations are futile and 
meaningless. In arriving at a rate 
base many factors may be considered ; 
and in this case the company has ap- 
proached it from several distinct 
angles. 

[6] In the first place, considerable 
testimony was introduced to show that 
for the eight-months’ period in ques- 
tion the “average investment” in the 
combined telephone operations in Ken- 
tucky was $48,098,958. As a rate 
base, however, the figure is entirely 
irrelevant. It includes the original 
cost of the plant in use, under con- 
struction, or held for future use, plus 
cash requirements, and makes no al- 
lowance whatever for depreciation of 
plant. 

[7] From year to year a utility is 
permitted to earn not only a reason- 
able return upon its rate base but also 
a sum sufficient to compensate it for 
the deterioration of its plant. The ac- 
cumulations set aside on this account 
by this company over the years 
amounted on the average to $13,852,- 
154 for the eight-months’ period under 
consideration. This amount of the 
original investment has been recovered 
by the investor from the public to com- 
pensate for the depreciation of the 
plant. To permit the company to con- 
tinue to earn on this amount is the 
equivalent of requiring the debtor to 
continue paying interest upon the en- 
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tire amount of an obligation which he 
has already discharged in part rather 
than upon the unpaid balance only. It 
is so manifestly unjust and unreason- 
able that the company does not even 
pretend that this is a proper rate base. 
It is difficult to understand, therefore, 
why the inadequacy of the rate of re- 
turn on this amount should be stressed 
over and over in this proceeding. 

[8] The amount of $1,450,751 is 
also included in the above sum on ac- 
count of telephone plant under con- 
struction. This does not represent 
plant in use and has no place in a rate 
base. When this construction is com- 
pleted and the amount transferred to 
plant in use, it will be made to include 
not only this amount of original capi- 
tal outlay but also interest on this 
amount during the period of construc- 
tion. To permit the company to earn 
on this amount as a part of its rate 
base and to accrue interest on it simul- 
taneously obviously would be im- 
proper. 

[9] The further sum of $468,138 
is included for cash requirements. It 
is not claimed that this is the average 
amount of cash actually kept on hand 
nor the amount necessary to pay ac- 
crued operating expenses in advance of 
the collection of corresponding operat- 
ing revenues. Rather, it is an unreal- 
istic amount theoretically derived from 
some study. Realistically, it is shown 
that for the twelve-months’ period 
ending March 31, 1947, because of 
the company’s access to the pool of 
funds provided by the parent company 
under the terms of its service contract, 
“the readily available funds carried on 
Southern Bell’s books was only about 
a six-days’ supply of money.” The 
amount for the eight-months’ period 
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ending a year later is not disclosed ; but 
the pool of funds was still available 
and a simple calculation shows that 


the sum of $205,845 was sufficient to (11 
meet operating expenses in Kentucky § ™"% 
(exclusive of depreciation and taxes), cape 
for a period of six days. Against this Gactic 
amount must be considered the sum “"'Y? 
$847,634 in local service revenues by K. 
which were payable in advance each °° ' 
month, and the sum of $138,108 for ™ OP: 
taxes which each month were accrued fg {°°" 
on the average several weeks in ad- light 
vance of actual payment. In so far as ™ “ 
it goes this record indicates that ad- ase 
vance payment of revenues and delayed § [1 
payment of accrued taxes more than §  "° 
offset actual cash requirements. To jg ™4de 
permit the company, then, to earn on fm forwe 
this sum amounts to its earning upon fg 4°¢S 
money advanced by the customer in- Pc 
stead of the investor. costs 
When these three amounts—depre- wes? 
ciation, construction work in progress, whet 
and cash requirements—are stricken op 
from the gross investment, the net - 
average investment for the eight- Tos 
months’ period ending March 31, ‘ 
1948, is only $32,327,915. : = 
[10] Another factor advanced by a 
the company in the consideration of a & j,45, 
rate base is the amount of capital ac- cori 
tually invested in its operations in Ken- § ,..-:, 
tucky. The amount invested in intra- Bote 
state operations on the average during & },.,, 
the eight-months’ period was $28,761,- by f 
063. Intrastate being 86.39 per cent B ..1 
of combined operations in Kentucky, plant 
the amount of the latter would be $33,- oner 
292,121; but when construction work M 
in progress and cash requirements are a t 
excluded, the net amount of the aver- bl 
age capital investment in combined 7 4 
operations in Kentucky for the period it 


was only $31,373,232. As long as the 
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rate base is equal to or exceeds this 
amount, the company cannot complain 
that it is inequitable. 

[11] In addition to average invest- 
ment, net average investment, and 
capital investment, the cost of repro- 
duction is also advanced as a factor in 
afriving at a rate base. It is provided 
by K.R.S. 278.290 that the Commis- 
sion in determining the value of the 
company’s plant shall consider this 
factor; and the Commission, seeking 
light on this problem from every cran- 
ny, is glad to hear evidence on this 
point. 

[12] Unfortunately, the evidence 
is none too satisfactory. The study is 
made as of June 30, 1946, and brought 
forward by formula ; but the testimony 
does not show whether reproduction 
prices are based upon present-day 
costs for single units or for quantity 
lots. It is not clear, for example, 
whether all of the elements of cost 
entering into the reproduction of a 
25-foot, creosoted, pine pole are based 
upon the replacing of a single pole, of 
100,000 poles, or of all of the poles in 
a system such as this, although it 
seems obvious that most of the ele- 
ments of such cost—such as freight, 
labor, contract, overhead, and engi- 
neering—would vary greatly upon the 
various bases. Again, prices are esti- 
mated as of June 30, 1946, and 
brought forward to March 31, 1948, 
by formula; but at least five years 
would be required to reproduce such a 
plant, and prices should be averaged 
over an equal period. 

Moreover, there is bound to be much 
of this plant which could not reason- 
ably be reproduced nail for nail, nut for 
nut, and screw for screw. A great deal 
of it has been in service for more than 
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thirty years and is so obsolete that it 
cannot be reproduced from purchases 
in the open market any more than a 
“1918 Model T” can be so purchased. 
Consequently, any reproduction cost 
study predicated upon replacing the 
éxisting plant in every identical detail 
is bound to descend from mere guess- 
work to pure speculation and to become 
too unrealistic to carry any consider- 
able weight in calculating a rate base. 

This difficulty is further accentuated 
by the fact that no one would seriously 
consider reproducing such a plant in 
every detail. To do so in the light of 
improved equipment now available and 
other factors would be folly for the 
investor, stupidity in the management, 
and an imposition on the public. In- 
stead, sound engineering would dic- 
tate that a modern plant be designed 
to render equivalent service to the cus- 
tomers. Doubtless there would be a 
total rearrangement of circuits and re- 
location of exchanges; the old, wood- 
en-box, hand-cranked instrument 
which hangs on the wall in many places 
yet would give way to the modern dial 
instrument; modern switchboard 
equipment would be employed; and 
every detail would be geared to the 
newest-type equipment, present-day 
geography, and current demands for 
service, rather than to those character- 
istic from time to time during the past 
thirty to forty years. An estimate of 
the cost of such an equivalent plant 
might exceed considerably the origi- 
nal cost of the existing plant; but it 
would undoubtedly reduce materially 
the operating expenses and result in in- 
creased net operating income and earn- 
ings. In a strictly technical sense the 
cost of such an equivalent plant would 
nowise represent the reproduction cost 
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of the existing plant, but it does tend 
to minimize the weight which should 
be given to reproduction cost in arriv- 
ing at a rate base in this case. 

[13] Even if the reproduction cost 
study submitted were clear and con- 
vincing, it shows a reproduction cost, 
less depreciation, of only $40,058,789 ; 
for cash requirements, plant under con- 
struction and acquisition adjustment 
accounts have no place in it. But this 
amount is an ephemeral thing. It is 
one amount today and a far different 
amount tomorrow, subject to every 
fluctuation of the ever-shifting index of 
prices. For that reason it must al- 
ways be considered and weighted in 
the light of the corresponding, but 
antipodal, shift in the cost of money. 

Ordinarily about half of the capital 
structure of a utility consists of bond 
money raised by long-term bonds. 
Such money could be had in abundance 
as of June 30, 1946 (the date of the 
company’s reproduction study) for 
about 2.50 per cent, or on March 31, 
1948 (the date it was revised) for less 
than 3 per cent. On the other hand, 
when original cost is considered, the 
amount being an accumulation of ex- 
penditures from year to year over a 
long period, the average cost of bond 
money for that same period should 
also be considered. Its average cost 
for the corresponding period is shown 
to have been about 4 per cent in con- 
trast to 2.50 per cent as of June 30, 
1946. As the cost of money rises, 
prices generally go down—and vice 
versa. This is a matter of common 
knowledge and is aptly illustrated by 
the charts introduced in this case. This 
pattern of fluctuation is characteristic 
of the cost of equity capital as well as 
of the cost of bond money. For rate- 
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making purposes the ephemeral factor 
of reproduction cost as of a given date 
cannot be divorced from the related 
cost of reproduction money as of the 
same date. The utility which over a 
long period of years constructs a plant 
for $32,327,915 while bond money is 
costing on the average of 4 per cent is 
in an equitable position to recover as 
much in earnings as the utility which 
reproduces that plant at the inflated 
cost of $40,058,789 when bond money 
abounds at 2.50 or 3 per cent. 

In view of this and of the unsatis- 
factory nature of the company’s testi- 
mony, reproduction cost should not in- 
crease the rate base over the amount 
of the net investment figure already ad- 
vanced. In fact, the reproduction fac- 
tor, when adjusted to the cost of 
money, places the company in a less 
favorable position than the use of orig- 
inal cost or net investment alone. Even 
if the additional amount claimed for 
going concern value, which certainly 
has not been justified by the evidence, 
is added, the position of the company 
is still no better than when the net in- 
vestment factor only is used—cost of 
money considered. 

In this case, then, the average rate 
base for the eight-months’ period end- 
ing March 31, 1948, can be considered 
as not exceeding $32,327,915. 

[14] The amount of net operating 
income claimed upon combined opera- 
tions for the period is grossly inac- 
curate. In addition to the actual 
operating revenues reported, an addi- 
tional sum of $215,789 accrued. The 
company owed its subscribers this 
amount as a balance on account of 
overcharges made during the preced- 
ing eight-months’ period; and instead 
of paying it to them, the company sim- 











‘tor 
late 
ited 
the 
ra 
ant 
y is 
t is 








RE SOUTHERN BELL TELEPH. & TELEG. CO. 


ply credited it to them on their cur- 
rent bills. It was just as much a part 
of operating revenues for this period as 
the checks and the currency which 
actually went into the cash drawer; 
and the account of operating revenues 
for this period should show the in- 
clusion of this amount, and it should 
be considered in arriving at the rate 
of return. 

[15-17] In considering revenues 
there is another factor to which the 
Commission cannot close its eyes. In- 
trastate tolls are much higher than in- 
terstate tolls for corresponding dis- 
tances. The charge for a call from 
Frankfort to Louisville is more than 
for one through Louisville to Jeffer- 
sonville, in Indiana; for one to Car- 
rollton it is more than for one through 
Carrollton to Madison, in Indiana ; and 
the same applies to all other similarly 
situated cities served by the company 
and its affiliates along the Kentucky 
border. The same company uses the 
same facilities to render the same serv- 
ice but charges an average of 37 per 
cent more when that service does not 
extend beyond the boundary of the 
state. The proposed rate increase 
raises this differential to 54 per cent. 
This is discrimination ; and it amounts 
to subsidization of interstate opera- 
tions by intrastate revenues. It can- 
not be justified by cost of service or 
by value of service. An imaginary 
state boundary line should no more 
deflect toll rates 54 per cent from their 
norm than it should refract a passing 
ray of light 54 per cent from its course. 
The company undertakes to account 
for this differential by saying that tolls 
are not based upon mileage but are 
distributed upon mileage, but admits 
that interstate tolls “may have to be 
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hiked.” The latter statement is more 
comprehensible. Be that as it may, in 
an integrated system such as this, there 
is no apparent reason why the company 
should receive one sum for handling 
a given number of toll messages per 
year extending across the boundary 
line of Kentucky but should charge 
$1,300,000 more for handling the 
same number of messages per year for 
identical distances if they do not ex- 
tend across the boundary line of the 
state. This Commission lacks juris- 
diction over interstate toll rates; but 
it is not required to approve intra- 
state toll rates to subsidize interstate 
service. In this case the company 
has introduced data concerning both 
its intrastate and its interstate invest- 
ment, revenues, expenses, and rate 
of return upon its operations in 
Kentucky, and the Commission can- 
not be oblivious to the fact that if in- 
terstate tolls were not thus favored 
over intrastate tolls, it would have 
meant $597,654 in additional operating 
revenues for the eight-months’ period 
in question. 

[18] Moreover, there is an operat- 
ing expense item of $151,858 on ac- 
count of “Services and Licenses,” the 
amount of which appears to rest upon 
caprice rather than reason. It is based 
upon 14 per cent of the gross operat- 
ing revenues of the company rather 
than upon the cost or the value of the 
services received; and since it is paid 
to the parent company, it cannot be 
allowed except to the extent that it is 
justified by services actually rendered. 
While the record does not disclose the 
fact, the Commission has been official- 
ly advised and it is a matter of public 
knowledge that since the hearings were 
held herein, this charge of 14 per cent 
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has been red;:ced to one per cent. Cer- 
tainly, no more than this amount can 
be allowed as an operating expense for 
the future. 

If adjustments are made to provide 
for accruals to the operating revenues 
account because of refunds, for the 
differential between intrastate toll rates 
and interstate toll rates, and for this 
revised amount of one per cent on ac- 
count of “Services and Licenses” dur- 
ing the eight-months’ period under 
consideration, with appropriate adjust- 
ments for taxes, the amount of the net 
operating income upon an annual basis 
is $1,725,087. 

When these adjustments are made, 
the operating results of combined op- 
erations in Kentucky for the eight- 
months’ period ending March 31, 
1948, appear as follows: 


Average Investment 


SN SNE: ca chacadaveviccners 792,483 
Central Office Equipment ....... 9,711,887 
ye ere 22,372,571 
Station Equipment ............. 8,068,903 
Furniture, Office, Vehicles, 

ONL, oS ivwcedacusmanee 1,320,881 
Property Held for Future Use .. 34,477 
Telephone Plant Acquisition Ad- 

DL inhencabieesesececs 12 
Materials and Supplies ......... 878,855 
Depreciation Reserve .......... (13,852,154) 
Total Average Investment ...... $32,327,915 
Total Average Capital Invest- 

SE ur seuete xyasasenyek oe $31,373,232 
Operating Revenues 
Local Service Revenues ........ $6,781,072 
Accruals from Refunds ........ 215,789 
Toll Service Revenues ......... 3,798,052 
Interstate Toll Differential ..... 597,654 
Miscellaneous Revenues ........ 467,203 
Uncollectible Operating Revenues (32,482) 
Total Operating Revenues ..... $11,827,288 
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Operating Expenses 


Current Maintenance .......... $2,491,988 
Depreciation Expenses ......... 1,233, 
og. eee 3,215,776 


Commercial Expenses .......... 1,084.1 


Accounting Expenses .......... 556,713 
General and Miscellaneous Ex- 

POMSES 2... ee cccscccccscesces 213,528 
Operating Rents .............. 222,198 
Relief and Pensions ............ 477,208 
General Services and Licenses .. 109,373 
Operating Taxes .............. ,072,902 

Total Operating Expenses .. $10,677,230 
Net Operating Income ......... $1,150,058 
Per Cent Per Annum of Average 

BRA ee 5.34% 
Per Cent Per Annum of Average 

Capital Investment .......... 5.30% 


The foregoing is the most favorable 
tabulation of operating results which 
can be derived from the evidence of- 
fered in this case by the company. 
Even if accepted as accurate, it indi- 
cates a return on the net investment 
during the eight-months’ period under 
consideration at the rate of 5.34 per 
cent per annum. If the amount of 
the capital investment is used for a 
rate base, this percentage rises to 5.50. 
Had the increased rates been in effect, 
earnings would have exceeded 9 per 
cent on the capital investment in Ken- 
tucky. Even if the differential in favor 
of interstate tolls is ignored the net 
earnings on capital investment would 
have been 7.73 per cent. 

It must be borne in mind, however, 
that none of the evidence concerning 
the rate base, the income, or the rate 
of return for this eight-months’ period 
is anywise pertinent to the issue in 
this case except to the extent that it 
may indicate what these factors will 
be in the operating results for the 
future. 


What the rate base is today, what 
it will be for the ensuing year, or 
what it may be for any future period 
of time, when the proposed new rate 
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structure is to remain in effect, this 
record does not even purport to show. 
No attempt has been made to estimate 
it. The company is expending cur- 
rently nearly a million dollars a month 
on its plant in Kentucky, but there is 
nothing to indicate the amount of the 
concurrent retirements in plant which 
are taking place. The Commission is 
asked to approve rates for the future, 
but there is no tangible evidence con- 
cerning a rate base either for the pres- 
ent or for the future. 


The same is true of the amount of 
the net operating income. It is shown 
for the eight-months’ period ; but even 
for this period the primary accounts 
upon which the result is predicated are 
not shown, and no pretense is made at 
estimates for the future. It is shown 


that the company will increase its num- 
ber of telephones during the current 
calendar year by 36,000 in Kentucky. 


Presumably this will bring in addition- 
al revenues. In fact, if revenues in- 
crease in proportion to the number of 
telephones and interstate tolls are 
“hiked” to intrastate levels, it will 
bring in an additional $2,516,000 an- 
nually—considerably more than the 
amount sought in this case by the in- 
crease in rates. No attempt is made 
in the record, however, to estimate 
the amount of this increase in revenues 
or the effect it will have on net in- 
come or rate of return. There is also 
evidence that a vast number of multi- 
party-line subscribers are seeking 2- 
party or single-party service and that 
they are being accommodated as rapid- 
ly as possible; but there is nothing to 
indicate how much this will increase 
revenues, although it is bound to be 
considerable. 

Adequate information concerning 


expense accounts is also lacking. One 
of the accounts set up as an operating 
expense is “Advertising.” The com- 
pany has not seen fit to disclose the 
amount expended in this account, but 
the Commission cannot close its eyes 
to the multicolumn advertisements ex- 
tolling the virtues and deploring the 
plight of this company, which have 
appeared in both the daily and the 
weekly newspapers, as well as the na- 
tional magazines, since these rate cases 
began. It is not necessary to deter- 
mine the propriety of charging the 
cost of this extensive advertising to 
operating expenses, for it may be as- 
sumed that these rate cases will not 
continue to recur every six months 
and that, consequently, this particular 
advertising expense will not recur. 


Another account is “Directory Ex- 
pense”; but it is not shown what the 
amount of this expense was for the 
eight-months’ period nor whether the 
company published many, few, or no 
new directories during the period. 
How can it be said that the amount 
charged to this account for the period 
was a normal amount which will re- 
cur? 

One would assume that in this par- 
ticular period following the war and 
the consequent scarcity of labor and 
materials “Repairs of Pole Lines” 
would be an unusually heavy expense ; 
but how can this Commission estimate 
what this account will amount to in 
the future when it does not know how 
much it was for the eight-months’ 
period or any past period. It is gen- 
erally known that expenses for “Sta- 
tion Removals and Changes” are un- 
usually high during a period of expan- 
sion, such as this ; but the Commission 
does not know their amount in the 
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past and is wholly without information 
upon which to estimate their amount 
for the future. The same is true of 
other expense accounts. 

The company keeps fourteen sepa- 
rate income and sixty separate expense 
accounts of its operations, ranging all 
the way from “Repairs of Pole Lines” 
to “Directory Expense.” It put into 
this record some 50,000 words naming 
and defining these various accounts, 
but left the record silent as to their 
respective amounts for the eight- 
months’ or any other period. It 
is as if the host spent the entire day 
expatiating on menus and recipes 
without ever producing a morsel of 
food. Can this Commission say that 
the amount of expenditures in each 
of these items is reasonable without 
knowing the amount, or that it will 
remain static in the future when it is 
common knowledge that many if not 
most of them fluctuate greatly from 
year to year? 

Even if the average net investment 
of $32,327,915 is the correct rate base 
for the eight-months’ period ending 
March 31, 1948, what is the correct 
amount today, and what will it be a 
year from now, with nearly a million 
dollars a month being added to plant, 
but with a wholly undisclosed amount 
of plant being retired simultaneously ? 

Even if the total operating revenues 
for the same period amounted to $11,- 
827,288, who can say what they will 
amount to for the calendar year of 
1948 or of 1949, with nothing in the 
record to show how much additional 
revenue will arise from 36,000 addi- 
tional subscribers being added annual- 
ly and thousands of others being re- 
classified to a better class of service 
and a higher rate? 
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Even if operating expenses for the 
period amounted to a total of $10, 
677,250 (when adjusted for taxes and 
services), who can say what their 
amount will be in the future unless 
it is known whether these are recur- 
ring expenditures and how much they 
will be reduced by the constant con- 
version of exchanges to dial operation 
and the amount of the consequent re- 
duction in expenses incident to oper- 
ators’ wages and the like? 

The adjusted operating statement 
for the eight-months’ period reflects 
annual earnings of 5.34 per cent on 
the net investment or 5.50 per cent on 
the capital investment, and the evidence 
indicates that this will increase in the 
immediate future ; but there is nothing 
in the record upon which the amount 
of the increase can be predicated with 
anything approaching definitude. 

Considering the paucity of pertinent 
information in this record, the prob- 
lem of adjudicating the reasonableness 
of the proposed rate structure for the 
future is one the Commission cannot 
approach with alacrity. 

The problem is complicated, more- 
over, because this Commission has ju- 
risdiction over local exchange and in- 
trastate toll rates, while the Federal 
Communications Commission has ju- 
risdiction over interstate toll rates. It 
is necessary, therefore, to break down 
all of the accounts into two sets of 
corresponding figures—one for intra- 
state, the other for interstate. This 
the company has purported to do in 
accordance with rules laid down in a 
separations manual prepared by a com- 
mittee of engineers, accountants, and 
others. Neither this manual nor the 
rules it promulgates, however, have 
been approved by the Federal Com- 
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munications Commission, or, so far as 
is shown, by any state Commission 
or court; and it is so obviously erro- 
neous and so diametrically opposed to 
the fundamental principles of rate- 
making advanced in this case by the 
company’s own rate engineer as to but 
inject confusion where clarity is need- 
ed most. 

The problem of separating the plant 
accounts of a telephone system so as 
to segregate the value of that portion 
of the plant used for toll service from 
that portion used for local exchange 
service, and a corresponding separa- 
tion and allocation of revenues and of 
expenditures for depreciation, main- 
tenance, and taxes is an old one which 
has been bandied about by telephone 
engineers and accountants for a great 
many years. Their only reward has 


been that intellectual thrill which comes 
from mental gymnastics; for the very 


nature of the Bell Telephone System 
defies a scientific solution of the prob- 
lem. The local exchange service could 
very well exist without toll service, but 
the very existence of the toll service 
depends upon its connection with and 
utilization of the local exchange plant 
including subscriber-connecting facili- 
ties. It is like trying to separate the 
value of one’s legs and the value of the 
rest of the body. The rest of the body 
would have a value, perhaps, with the 
legs missing ; but a pair of legs without 
the body would be valueless. The 
same is true of this telephone system. 
The local exchange plant without toll- 
circuit connections has a value; but 
the toll circuits without the local ex- 
change plant would be without service 
value. 

[19] Those making this separa- 
tions study proceeded upon the theory 
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that the total value of plant used in 
common for both toll and local serv- 
ices—such as the telephone instrument 
on the subscriber’s desk and the cir- 
cuit connecting it to the local switch- 
board—as well as the expenses of 
maintenance, depreciation, and ad va- 
lorem taxes incident thereto, should be 
allocated to each respective service in 
proportion to the time they are “in 
use” for toll service and for local serv- 
ice respectively. Again, that is like 
separating the value of one’s legs and 
the value of the rest of the body by us- 
ing the avoirdupois of each and the 
time each is used. It is nothing short 
of absurdity. Such a formula might 
be of some significance if all of the 
property were in use all of the time— 
although nobody would want a tele- 
phone if the line were always busy. 
However, the average telephone is 
used only about two minutes per day 
for toll service and only about twenty- 
three minutes per day for local service. 
During the other twenty-three hours 
and thirty-five minutes—more than 98 
per cent of the time—it is idle. Though 
not in actual use, depreciation, main- 
tenance expenses, and ad valorem 
taxes accrue just the same, and the 
telephone has a standby value to the 
subscriber. To ignore this standby 
value and to allocate these constantly 
accruing expenses between the classes 
of services solely upon the basis of ac- 
tual use is as if one should say that 
the fire department is of value only to 
those whose houses are on fire and 
that the cost of maintaining it should 
be borne by those who call it out in 
proportion to the number of hours 
they use it respectively. Obviously, a 

sounder method must be found. 
[20] Such a method is suggested 
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by the approach of the company’s chief 
rate-engineer to the problem of allocat- 
ing rates generally. In fixing the dif- 
ferentials among classes of service, 
such as business and residence, private 
and party lines, and local and intra- 
state toll service, the company, in so 
far as practical, bases them upon the 
differences in the value of these re- 
spective classes of service to its sub- 
scribers. If rates are predicated upon 
this basis—value of service—it seems 
that expenses incurred incident to the 
common use of plant by various classes 
of service could be allocated equitably 
upon a similar basis. Likewise, would 
it not be equitable to separate accounts 
. pertaining to plant used in common by 
allocating them upon the same basis— 
value of service rendered by each re- 
spective class? 

Assuming that interstate toll rates 
were on a level with intrastate toll 
rates, the relation of local service reve- 
nues, interstate toll revenues, and in- 
trastate toll revenues in Kentucky 
would be as follows: 


Local Service Revenues ............... 61% 
Intrastate Toll Revenues .............. 19% 
Interstate Toll Revenues .............. 20% 


While not conclusive this is prob- 
ably the best indication of the over-all 
value of these respective classes of 
service to the public. If these per- 
centages are inequitable, there is noth- 
ing in the record to indicate it; and 
as long as they prevail, there appears 
to be no valid reason why the expenses 
for depreciation, maintenance, and 
taxes which accrue against the com- 
mon plant during the more than 98 
per cent of the time it is idle and has 
only a standby value should not be 
charged against the revenues of these 
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various classes of service in the above 
proportion. 

[21] Because of the closely inte- 
grated and interdependent nature of 
the Bell Telephone System, its plant 
accounts, in so far as applicable to 
plant common to both local and toll 
services, should be allocated among the 
respective classes of service upon some 
similar basis. 

This record does not disclose suffi- 
cient data upon which to make a sep- 
aration study; but it is obvious from 
the record that such a study based up- 
on sound principles of allocation would 
greatly reduce the intrastate rate base 
advanced herein as well as the intra- 
state operating expenses claimed by the 
company. The result would almost 
certainly show intrastate earnings on 
the corresponding capital investment 
of not less than the over-all rate of 
5.50 per cent in Kentucky, and they 
might exceed this figure considerably. 

[22] The burden is upon the com- 
pany to make and present such a study 
based upon sound and equitable prin- 
ciples of separation and allocation. It 
is no excuse to say that the company 
has used this old method for many 
years, whereby intrastate rates are 
made to subsidize interstate rates. 
Especially is this true since it has been 
done without the sanction of either the 
Federal or the state Commissions. 
That but makes the correction of this 
inequitable practice all the more sea- 
sonable. 

[23, 24] Finally, the company 
pleads that unless the rate increase is 
granted its credit may be impaired and 
that it may be unable to attract nec- 
essary new capital upon reasonable 
terms. It is stated that the company’s 
credit is dependent upon the credit of 
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the Bell System; and it appears that 
the company was able in 1947 to sell 
bonds amounting to $75,000,000 to 
cost it 2.82 per cent annually, and that 
the Bell System was able in 1946 and 
1947 to raise more than 14 billion dol- 
lars upon similarly advantageous 
terms. Nearly half of this amount 
consisted of 2.75 per cent convertible 
debentures; and on the very day and 
in the same newspapers that notice of 
this rate increase was given these de- 
bentures with a par value of $100 were 
quoted at $114. It is true that they 
were attractive because they could be 
converted to common stock upon the 
payment of $40 per share. This rep- 
resented a total investment, however, 
of $154 for a share of stock with a 
book value of $135 or less, and indi- 
cates how avidly the investing public 
sought this stock. 

The company undertakes to show 
that in order to maintain its credit 
it should be permitted to earn (1) 
2.82 per cent per annum on its debt 
capital, which it places at 35.84 per 
cent of its entire capital structure; (2) 
9 per cent on its equity capital; and 
(3) 6.79 per cent on its allocable por- 
tion of the funds held available by the 
parent company for subsidiaries; and 
to meet these requirements it derives 
a formula from the twelve-months’ 
period ending March 31, 1947, applies 
it to its operating structure for the 
eight months under consideration, and 
derives a demand for an annual return 
of 6.66 per cent on its net investment 
as of March 31, 1948. In its premises, 
its derivation, and its application, 
however, the formula is fraught with 
fallacy. 

In the first place, it is acclaimed 
throughout the record that the credit 


of the company is inseparably tied up 
with and dependent upon the credit of 
the Bell system. If that be true, the 
bond money factor for the formula 
must include not only the 35.84 per 
cent of company debt capital but also 
the bond money of the parent company 
which supports another 17.64 per cent 
of this subsidiary’s capital. This 
makes a total of 53.48 per cent of the 
company’s capital structure which is 
directly supported by debt money cost- 
ing but 2.82 per cent per annum. 


In the second place, the Bell System 
has been able to establish and main- 
tain an enviable credit record during 
the past twenty-five years with aver- 
age annual equity earnings of 7.63 
per cent. During that period the aver- 
age cost of bond money has been up- 
wards of 4 per cent, yet the parent 
company has never failed to pay its 9 
per cent dividend each year. With 
bond money now costing only 2.82 
per cent, the Commission perceives 
no credit peril which demands 9 per 
cent equity earnings and consequent 
dividends of 12 per cent. 

In the third place, the company’s 
allocable portion of the funds held 
available by the parent company is no 
part of this company’s capital struc- 
ture. As an operating expense this 
company pays one per cent of its gross 
operating revenues to the parent com- 
pany as compensation for holding these 
funds available and for certain other 
services. Not unless the funds are ac- 
tually advanced to the company and 
actually used by it in its telephone op- 
erations do they become a part of its 
operating capital. Even then they are 
but temporary loans and only the ac- 
tual interest cost to the company en- 
ters into earnings requirements. There 
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is no evidence to indicate what amount 
of these funds, if any, were so ad- 
vanced and so used during the period 
upon which the formula is predi- 
cated. 

Finally, it is observed that between 
the period of operations wherefrom 
this formula is devised and the date to 
which it is applied the debt ratio of 
the company rose by perhaps 10 per 
cent over that considered herein. 

Calculation of earnings require- 
ments is no complicated process. Dur- 
ing the eight-months’ period under 
study the average capital investment 
applicable to the company’s combined 
operations in Kentucky appears to 
have been $31,373,232, after deduc- 
tions on account of construction work 
in progress and cash requirements. If 
53.48 per cent of this amount—$18,- 
878,404—-was bond money costing 
2.82 per cent, then the annual earn- 
ings requirement on this account was 
$475,971. If the balance of the capital 
—$14,494,828—is permitted to earn 
7.63 per cent, which is the average 
rate of annual earnings on equity capi- 
tal in the Bell System during the past 
quarter of a century, then the annual 
earnings requirement on this account 
was $1,105,955. These annual re- 
quirements total $1,581,926. Oper- 
ating revenues for the eight-months’ 
period under consideration, when ad- 
justed to eliminate the differential in 
favor of interstate tolls, meet these 
earnings requirements and leave $143,- 
161 for an annual surplus. 

It thus appears that if the earnings 
resulting from the intrastate rates 
heretofore in effect are realized 
throughout the Bell System, the par- 
ent company can continue to meet its 
debt demands, pay its 9 per cent divi- 
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dends, and greatly augment its sur- 
plus. 

Even if only half of the capital em- 
ployed in combined operations in Ken- 
tucky during the eight-months’ period 
was bond money, the annual net op- 
erating income of $1,725,087 actually 
characteristic of that period under the 
old intrastate rates would pay the pre- 
mium on it and leave earnings of 
8.18 per cent for the equity capital. 
If the common stock has a book value 
of $135, this would enable the com- 
pany to pay a dividend of 11 per cent. 
This exceeds the 7.79 per cent equity 
earnings and the 9 per cent dividends 
which have supported the Bell System 
credit for more than a quarter of a 
century. There is no evidence that it 
is inadequate now. 

It is natural for the management 
and the investment banker to yearn 
for 7 per cent net earnings, 11 per cent 
on equity, lush dividends and a soaring 
surplus; but one of the functions of 
this Commission is to guard the pub- 
lic against such appetence. There is 
absolutely nothing in this record, in 
so far as intrastate rates are concerned, 
to indicate tottering credit. Such a 
contention is as hollow as the other 
premises upon which the rate increase 
is predicated. 

This record purports to show the 
company’s operating results for only 
an eight-months’ period ending March 
31, 1948, without attempting to show 
the relation of its rate base, its op- 
erating income or its operating ex- 
penses for that period to past results 
or future prospects. Upon the inade- 
quate data submitted for this period, 
when the discriminating differential 
in favor of interstate tolls is eliminat- 
ed, earnings of at least 5.34 per cent 
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per annum on its net investment or 
5.50 per cent on its capital investment 
are shown; and the record indicates 
that this rate will probably increase 
substantially in the immediate future. 
Considering the brevity of the period 
and the abnormal conditions which 
characterize it, can the Commission 
say that such a rate of return is so 
inadequate as to warrant this increase 
in rates—an increase which would 
raise the return on capital investment 
to 9 per cent? It is admitted that in- 
trastate tolls are already 37 per cent 
higher than interstate tolls, and this 
increase would increase the disparity to 
54 per cent. The company undertakes 
to separate intrastate and interstate 
business by bookkeeping procedures 
of allocation which are plainly unrea- 
sonable, inequitable, and unsound. As 
a result, intrastate rates are made to 


subsidize interstate operations. It 
pleads its credit prospects when it is 
able to obtain bond money at an annual 
cost of well under 3 per cent and when 
the common stock of its parent com- 
pany, with a book value of approxi- 
mately $135, is selling on the market 
at well over $150. 

In the face of such a showing, the 
company having concluded its evidence 
in chief, it is wholly improper to pro- 
long these hearings during another 
120-day period of suspension while 
the public continues to pay the in- 
creased rates. Upon the company’s 
own evidence the increase should 
be denied and the company required 
to refund the excess collected since 
the original order of suspension here- 
in. 

An order in conformity with this 
opinion may be entered. 
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Pennsylvania Public Utility Commission 


v 


Pennsylvania Weir & Power Company 
et al. 


Complaint Docket No. 14028 
September 27, 1948 


OTION to dismiss state Commission investigation of rates 
M of electric company furnishing intrastate and interstate 
service, for want of jurisdiction; motion denied; order extending 

time to file tariffs entered October 18, 1948. 


Interstate commerce, § 1 — Conflicting Federal and state powers. 


1. A sovereign state need not appear before a Federal administrative agency 
to determine whether its law or a related Federal law governs a given situa- 


tion, p. 51. 
[4] 


49 
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Commissions, § 23 — State and Federal powers — Effect of Federal interpretation 


of state statutes. 


2. A decision of a Federal administrative agency in interpreting a state 
statute is not binding upon the state, p. 51. 
Interstate commerce, § 5 — Conflicting Federal and state powers. 


3. The Federal Power Commission cannot, by its mere assertion, oust the 
state Commission of jurisdiction over an intrastate electric company, p. 51. 


By the Commission: The Com- 
mission on December 5, 1944, institut- 
ed an inquiry and investigation into 
the rates of Pennsylvania Water & 
Power Company (PW&P) at Com- 
plaint Docket No. 14028. Hearings 
were held in that proceeding and testi- 
mony was taken which indicated a 
coordinated operation and rendering of 
joint services by PW&P and Safe 
Harbor Water Power Corporation 
(SHWP) to their several customers. 

Thereafter, on October 6, 1947, the 
Commission issued an inquiry and in- 
vestigation into the rates of SHWP 
and joined SHWP as a respondent 
at Complaint Docket No. 14028. 
Hearing was held November 6, 1947, 
to give SHWP an opportunity to be 
heard. At the hearing on November 
6, 1947, the president of SHWP ap- 
peared and recited the division of vot- 
ing control between PW&P and Con- 
solidated Gas Electric Light and Pow- 
er Company of Baltimore (Baltimore 
Company), and stated that the board 
of directors of SHWP consisted of 
ten members, five of whom were nom- 
inees of PW&P and five nominees of 
Baltimore Company, and that irrec- 
oncilable differences between the two 
parent companies made it impossible 
for SHWP to take any affirmative ac- 
tion at that time. 

At said hearing Baltimore Company 
filed a petition to intervene as a 
stockholder of SHWP and presented 
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therewith, conditional upon allowance 
of such intervention, a motion to dis- 
miss the proceedings as to SHWP for 
want of jurisdiction. By order of 
May 25, 1948, 74 PUR NS 159, the 
Commission permitted Baltimore 
Company to intervene for the sole pur- 
pose of questioning this Commission’s 
jurisdiction and fixed July 16, 1948, 
for filing of briefs and oral argument. 
At said oral argument, counsel for 
PW&P appeared in opposition to the 
motion to dismiss. Thus, the matter 
is now before the Commission on the 
question of our jurisdiction over the 
rates and charges of SHWP. 

Baltimore Company’s motion to dis- 
miss is based upon two principal argu- 
ments. 

1. The Federal Power Commission 
instituted its own proceeding against 
the rates and charges of SHWP on 
September 1, 1944, and, on November 
4, 1946, issued its order reducing said 
rates and charges. SHWP has pres- 
ently pending an appeal from said or- 
der taken to the circuit court of ap- 
peals of the United States for the third 
circuit, which appeal has not been 
heard or disposed of, and the FPC 
order is presently in full force and ef- 
fect. 

2. The exercise by the FPC of ju- 
risdiction over the rates and charges 
of SHWP excludes any state regu- 
latory power or jurisdiction thereover 
so long as the exercise of such juris- 
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diction by the FPC is in full force and 
effect, and the courts of Pennsylvania 
and a fortiori the Public Utility Com- 
mission have no power to review such 
FPC action either directly or collat- 
erally. 

In support of these contentions, 
Baltimore Company’s brief contains 
references to various cases, which, in 
our opinion, do not control the pres- 
ent situation. 

[1,2] We do not believe that a 
sovereign state must appear before a 
Federal administrative agency to de- 
termine whether its law or a related 
Federal law governs a given situation. 
Nor can the decision of a Federal ad- 
ministrative agency in interpreting a 
state statute be considered binding 
upon the state. We feel that these 
principles of law are basic and founded 
in the long-established division of 
powers between state and Federal gov- 
ernments. 

[3] We have asserted jurisdiction 
over the rates of SHWP and PW&P 
according to the powers and duties 
imposed upon us by the Pennsylvania 
Public Utility Law. The field in 
which we have acted is intrastate com- 
merce, and the FPC cannot, by its 
mere assertion, oust our jurisdiction. 
The Federal Power Act does not con- 
fer such jurisdiction upon the FPC, 
and it would be unconstitutional if it 
did so. We are of the opinion that 
the attempt of the FPC to exercise 
jurisdiction over SHWP does not de- 
prive this Commission of its jurisdic- 
tion, nor does it prevent us from ex- 
ercising jurisdiction over the rates and 
charges of SHWP in our own pro- 
ceeding. 

SHWP was created under the laws 
of the commonwealth of Pennsylvania. 





PUBLIC UTILITY COM. v. PENNSYLVANIA WATER & P. CO. 


On February 11, 1929, at Application 
Docket No. 17675, the Pennsylvania 
Public Service Commission issued a 
certificate of public convenience ap- 
proving the incorporation, organiza- 
tion, and creation of Safe Harbor 
Water Power Company for the pur- 
pose of supplying, storing, and trans- 
porting water and water power for 
commercial and manufacturing pur- 
poses in the township of Manor, Lan- 
caster county, Pennsylvania. On De- 
cember 23, 1929, the Commission is- 
sued a certificate of public convenience 
at Application Docket No. 21579, ap- 
proving the consolidation and merger 
of Safe Harbor Water Power Compa- 
ny and Chanceford Water Power 
Corporation, forming a new corpora- 
tion to be known as Safe Harbor 
Water Power Corporation. 

Following the issuance of the afore- 
mentioned certificate of public conven- 
ience, SHWP was granted authority 
by the Public Service Commission to 
acquire land located in York and Lan- 
caster counties, Pennsylvania, by emi- 
nent domain proceedings, in some 49 
separate cases. 

Subsequently, the Public Service 
Commission approved several trans- 
actions involving the sale of real es- 
tate owned by SHWP to various par- 
ties, and the Public Service Commis- 
sion, further, gave permission to 
SHWP to keep its books, records, 
and accounts in its office in Baltimore, 
Maryland. SHWP has filed annual 
reports with this Commission and its 
predecessor, the Public Service Com- 
mission, continuously since the year 
1930. It has paid annual assessments, 
commencing from the time said assess- 
ments were first begun by the Public 
Utility Commission in 1937. 
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It has kept its tariffs on file in ac- 
cordance with Commission rules. As 
a certificated public utility, SHWP has 
complied with the various rules and 
regulations of the Commission with 
respect to its rates and charges and 
the filing of various reports, tariffs 
and other data required from time to 
time. 

SHWP owns and operates a hydro- 
electric power development at Safe 
Harbor, Pennsylvania, on the Susque- 
hanna river. It is solely a hydroelec- 
tric development, having a presently 
rated capacity of 230,000 kilowatts. 
Its plant is electrically connected only 
to the primary interconnected trans- 
mission system of PW&P at Safe Har- 
bor. SHWP’s stock has been owned 


only by PW&P and Baltimore Com- 
pany, with 50 per cent of the voting 
stock being owned by each of said 
companies. 


From a review of the facts on rec- 
ord, it is apparent that SHWP is a 
Pennsylvania corporation with all of 
its facilities in Pennsylvania, filing 
tariffs with this Commission, and ren- 
dering electric services in Pennsyl- 
vania. Furthermore, it is clear that 
the electric services of SHWP ren- 
dered to Pennsylvania customers for 
resale in Pennsylvania and directly to 
the Pennsylvania Railroad Company 
in Pennsylvania is intrastate com- 


merce. Although SHWP admittedly 
does interstate as well as intrastate 
business, the two types of service are 
readily separable for the purposes of 
regulation. Ample evidence appears 
of record for us to make such separa- 
tion. 

The record discloses an integrated 
and codrdinated system operated by 
PW&P and SHWP, and since these 
unified operations result in intrastate 
commerce in Pennsylvania this Com- 
mission is bound to exercise juris- 
diction over such intrastate activi- 
ties. 

From its inception, SHWP has 
been subject to the jurisdiction of this 
Commission as fully and completely 
as could be possible under any cir- 
cumstances. Any attempted exercise 
of jurisdiction by any other agency, 
whether state or Federal, over the 
rates and charges of SHWP could 
have no effect to oust the jurisdiction 
of this Commission. The rates and 
charges for the output of electrical 
energy sold in Pennsylvania by 
SHWP are subject to our jurisdic- 
tion. 

After consideration of the motion 
of Baltimore Company to dismiss the 
proceedings as to Safe Harbor Water 
Power Corporation, we are of the 
opinion that the said motion should 
be denied. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Electric Power Company 


2-U-2633 
October 14, 1948 


PPLICATION of electric company for certification of deprecia- 
tion rates; depreciation rates certified. 


Depreciation, § 32 — Straight-line method — Disapproval of sinking-fund method. 


1. Depreciation rates, certified by the Commission as required by statute, 
should be determined on a straight-line basis when a 34 per cent sinking- 
fund method may not reasonably be employed in view of the experience of 
the company in accumulating a reserve under rates previously certified, it 
appearing that there has been a serious and continuing disagreement as to 
actual earnings on depreciation reservations, that the company has given no 
effect in operating income to actual earnings on reservations in excess of 
the theoretical 34 per cent, and that the company has assumed that substantial 
parts of depreciation reservations on electric property were invested in trans- 
poration property which has lower earnings than electric investment, p. 56. 


Depreciation, § 16 — Depreciable property — Land and land rights — Easements. 


2. The uniform system of accounts classifies land and land rights as not 
depreciable plant, and no depreciation accruals thereon are authorized ; and, 
accordingly, no depreciation for land and land rights accounts, transmission 
clearing land and rights of way, and distribution line easements can be 
certified, p. 57. 





Depreciation, § 32 — Sinking-fund method. 


Description of the sinking-fund method of depreciation accounting, p. 54. 


Depreciation, § 34 — Reserve on sinking-fund basis — Income — Rate base. 


Statement that a corollary of the sinking-fund method of depreciation is 

that the annuity only may be included in operating expenses and that the 

interest accretions to the reserve be treated as an income deduction and no 

accrued depreciation be deducted from property for rate base purposes, 
54. 


p. 


Depreciation, § 50 — Electric utility — Schedule of rates certified. 


Schedule of depreciation rates certified by Wisconsin Commission for elec- 
tric utility, showing service life, net salvage, and depreciation rates, p. 59. 


> 


By the Commission: Wisconsin 2228, for certification pursuant to 





Electric Power Company, on Febru- § 196.09, Wisconsin Statutes. 


ary 16, 1948, filed estimates of annual 
depreciation rates for its various 
classes of depreciable utility plant, as 
required by general order of the Com- 
mission dated August 28, 1946, 2-U- 


The rates filed by the company were 
calculated on the 34 per cent sinking- 
fund basis. Under this method an 
annuity is established, which, together 
with compound interest on the annui- 
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ties at the specified rate, will accumu- 
late a depreciation reserve equal to the 
cost less net salvage of the depreciable 
property at the end of its service life. 
A corollary of the sinking-fund meth- 
od is that the annuity only be included 
in operating expenses, the interest 
accretions to the reserve be treated as 
an income deduction, and no accrued 
depreciation be deducted from property 
for rate base purposes. 

Subsections (5), (6), and (7) of 
§ 196.09 state: 

(5) “When the Commission shall 
have established, by certification or 
order, the reasonable and proper per- 
centages of depreciation, such percen- 
tages shall constitute the percentages 
to be used in any proceeding involving 
the rates or practices of such public 
utility, provided that if at the time 
of such proceeding it is found that the 
percentages of depreciation previously 
established are no longer reasonable 
and proper the Commission shall es- 
tablish reasonable and proper percent- 
ages for the purpose of such proceed- 
ing and certify such new percentages 
in the manner provided by this section. 

(6) “When the Commission shall 
have established for any public utility, 
by certification or order, the percent- 
ages necessary for depreciation on 
fixed capital used for public utility 
purposes, such public utility shall cred- 
it to its depreciation reserve in each 
accounting period such amount as may 
be required to provide for depreciation 
at the percentage or percentages es- 
tablished. If the public utility is a 
corporation, it shall be unlawful for 
such corporation to pay any dividend 
out of earnings for any fiscal period 
subsequent to the Commission’s certi- 
fication or order, or carry any portion 
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of its earnings to its surplus account, 
except out of earnings remaining after 
crediting its depreciation reserve in 
accordance with the rates established 
by the Commission; provided, that 
after application and hearing the Com. 
mission may, upon a finding that it 
is necessary in the public interest, ex. 
empt a public utility from the duty 
of crediting to the depreciation re- 
serve in any accounting period a great- 
er amount than is possible without im- 
pairing its ability to pay dividends for 
the current calendar year. Nothing in 
this section shall be construed to modi- 
fy the requirements of § 182.19. 

(7) “If a public utility desires to 
account for depreciation on a sinking- 
fund basis and the Commission deter- 
mines that such basis of accounting 
for depreciation may reasonably be 
employed, the Commission shall es- 
tablish, in the manner hereinbefore 
referred to, the composite rate to be 
applied to the aggregate fixed capital 
used for public utility purposes to de- 
termine the amount which shall be 
charged to operating expenses, and the 
interest rate applicable to the reserve 
balance at which additional credits to 
the reserve shall be computed. In 
such cases the total amount to be 
credited to the reserve shall be the 
amount charged to operating expenses, 
plus the amount obtained by applying 
the interest rate to the reserve balance. 
Public utilities which account for de- 
preciation on a sinking-fund basis shalt 
be subject to the same restrictions and 
regulations in their accounting for the 
entire amounts to be credited to the 
depreciation reserve as are applicable 
to those public utilities which make 
the entire provision for depreciation 
by other methods permitted herein.” 
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The above-quoted statutes make it 
clear that depreciation rates certified 
by the Commission must be used by 
the Commission in determining rea- 
sonable charges to customers for util- 
ity service and must be used by the 
utility for accounting and financial 
purposes, including the charging of 
depreciation expense at the certified 
rates before determining income avail- 
able for dividends. Any depreciation 
rates certified on a sinking-fund basis 
as referred to in subsection 7 of 
§ 196.09 must be reasonable rates for 
all purposes set forth in subsections 
(5) and (7). 

In the Commission’s order dated 
August 17, 1940, Dockets 2-U-1210 
and 1216, 35 PUR NS 287, 291, 292, 
certifying depreciation rates for the 
company, it was stated : 

“The true conception of the sinking- 


fund method is that an annuity be 
established which, together with the 
compound interest earnings on the 
reservations, shall accumulate a sum 
sufficient to equal the loss on retire- 


ment of the property. In accordance 
with this principle, in theory at least, 
the actual rate of interest earnings 
should be given effect in the sinking- 
fund formula. Practically, this is dif- 
ficult and may be undesirable in the 
long run. The actual earnings on de- 
preciation reservations cannot be fore- 
cast precisely and it is difficult to adapt 
a fluctuating rate of interest to the 
sinking-fund formula. Further, if the 
interest rate be fixed too high, the de- 
preciation reserve may accumulate at 
too slow a rate. Also, a high interest 
rate used in a sinking-fund formula 
postpones the heaviest depreciation 
charges, annuity, and interest, to the 
last year’s life of the property, con- 


cerning which depreciation estimates 
are most unreliable and when net in- 
come obtained from the property may 
be at its lowest point. 

“Unquestionably, however, the ac- 
tual earnings on depreciation reserva- 
tions must be considered in passing on 
rates for utility service. If deprecia- 
tion is recovered from the customers 
of the utility through the sinking-fund 
method, it is only just that the actual 
earnings on depreciation reservations 
be recognized in determining the 
amount of depreciation to be borne by 
the customer or the return which he 
must pay on a proper rate base. Un- 
less these earnings are considered and 
the customer’s interest protected by 
giving the earnings their due weight 
in fixing rates for utility service, the 
utility gains by the difference between 
the actual earnings on depreciation 
reservations and the 34 per cent sink- 
ing-fund interest rate. 

“There are various ways in which 
the customer’s interest can be pre- 
served. One method is to set the 
sinking-fund interest rate high enough 
to at least reasonably approximate the 
actual return on depreciation reserva- 
tions. A second method is to include 
both the annuity and the interest in de- 
preciation expense and to deduct the 
depreciation reserve in computing a 
book rate base. A third method is to 
credit operating income used for re- 
turn purposes with the earnings on de- 
preciation reservations in excess of the 
34 per cent interest rate and to calcu- 
late the returns on an undepreciated 
rate base.” 

The order of August 17, 1940, su- 
pra, certified depreciation rates on a 
34 per cent sinking-fund basis subject 
to the condition that the company 
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should submit in the annual report to 
the Commission the actual earnings on 
depreciation reservations and the ex- 
cess of such earnings over theoretical 
earnings computed at the 34 per cent 
interest rate used in the sinking-fund 
formula. The purpose of this condi- 
tion was to make available to the Com- 
mission full information concerning 
the earnings on depreciation reserva- 
tions for all proper purposes in a pro- 
ceeding involving the rates, rules, or 
practices of the company. 

[1] Experience with the deprecia- 
tion practices of the company under 
the order of August 17, 1940, supra, 
has amply demonstrated that the 34 
per cent sinking-fund method of ac- 
counting for depreciation may not rea- 
sonably be employed since there has 
been a serious and continuing dis- 
agreement between the company and 
the Commission as to the actual earn- 
ings on depreciation reservations. In 
subsequent cases involving utility 
rates, the company has taken the posi- 
tion that annual depreciation expense 
should be computed on a 34 per cent 
sinking-fund basis and that no accrued 
depreciation should be deducted in as- 
certaining a rate base. It has given no 
effect in operating income to actual 
earnings on depreciation reservations 
in excess of the theoretical 34 per cent. 
Further, in estimating actual earnings 
on depreciation reservations as re- 
quired by the Commission’s previous 
certification of depreciation rates, the 
company has assumed that substan- 
tial parts of depreciation reservations 
on electric property were invested in 
transportation property. Since the 
earnings on transportation investment 
have been much lower than the earn- 
ings on electric investment, this pro- 
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cedure resulted in showing substan- 
tially lower earnings on electric de- 
preciation reservations and in large 
measure invalidating the results for 
rate-making purposes. 

It is to be noted also that the com- 
pany has been accruing depreciation 
as a percentage of revenue although 
the certification of August 17, 1940, 
supra, provided for percentage rates 
to be applied to plant investment. 
This procedure and the effect thereof 
is set forth in a note to the financial 
statements of the company included 
in its annual report to stockholders 
for the year 1947, stating as fol- 
lows : 

“The company and its subsidiaries 
consolidated (Wisconsin Gas & Elec- 
tric Company and Wisconsin Mich- 
igan Power Company) make provi- 
sion for depreciation at percentages 
(substantially the same for 1947 and 
1946) of operating revenues together 
with amounts of interest at the rate of 
34 per cent per annum calculated on 
the balances in the depreciation re- 
serves for utility plant. For the com- 
pany and subsidiaries consolidated, 
the provisions determined as a per- 
centage of operating revenues were in 
excess of the requirements determined 
by the application of the depreciation 
rates computed on a 34 per cent sink- 
ing fund method to various classes of 
property, which rates were certified 
to the company and subsidiaries con- 
solidated by the regulatory Commis- 
sion of Wisconsin. For the company, 
such excess amounts for the years 
1947 and 1946 were approximately 
$295,000 and $55,000, respectively. 
For the company and subsidiaries con- 
solidated, such excess amounts for the 
years 1947 and 1946 were approxi- 
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mately $468,000 and $286,000, re- 
spectively.” 

Thus, the company has not, in fact, 
been accruing depreciation on a sink- 
ing-fund basis and has made larger 
provisions for depreciation expense 
than the amount indicated by the de- 
preciation rates previously certified. 
Compounding of interest on the excess 
provisions would increase the future 
annual charges for depreciation and 
make the total excess in the deprecia- 
tion reserve progressively larger. 

It is to be noted also that the total 
annual depreciation charge, under the 
proposed rates applied to property in- 
vestment as of December 31, 1947, is 
about $250,000 less than under the 
rates previously certified on August 
17, 1940. Thus, experience has dem- 
onstrated that the previous deprecia- 
tion rates resulted in too high accruals 
for annual depreciation expense. Use 
of an interest method of depreciation 
accounting would compound interest 
on the amount of these excesses. 

Consideration being given to the ex- 
perience of the company in accumulat- 
ing a depreciation reserve under the 
depreciation rates previously certified, 
the Commission is of the opinion that 
a 34 per cent sinking-fund method may 
not reasonably be employed in ac- 
counting for depreciation of its prop- 
erty. Accordingly, the depreciation 
rates certified herein will be deter- 
mined on a straight-line basis as have 
all certifications issued since the gen- 
eral order in 2-U-2228. 

[2] The application of the company 
requests certification of depreciation 
rates for transmission land and land 
tights, transmission clearing land and 
tights of way, and distribution line 
easements. Depreciation rates for 


these classes of plant are requested be- 
cause the investment in easements is 
only of use as long as the lines are lo- 
cated thereon and in event of abandon- 
ment of the line becomes valueless. 
Similarly, right of way which is owned 
has a very small residual value. For 
these reasons, the company proposes 
that the investment should be charged 
to expense over a reasonable period 
of time. 

The provisions of the uniform sys- 
tems of accounts prescribed for elec- 
tric, gas, and water utilities classify 
land and land rights as nondepreciable 
plant and no depreciation accruals 
thereon are authorized. Accordingly, 
no depreciation rate for land and land 
rights accounts, as requested by the 
company, will be certified herein. 
This action is without prejudice to any 
application for amendment of the pro- 
visions of the systems of accounts 
which the company may desire to pre- 
sent before the Commission whereby 
the classification of land and land 
rights as depreciable or nondepreciable 
might be determined for all utilities 
subject to the provisions of § 196.09. 

The service life and net salvage es- 
timates in the compary’s depreciation 
study filed in the proceeding have been 
reviewed by the Commission’s staff 
although no check has been made of 
the working papers and other details 
underlying the estimates. Based on 
this general review, the staff is of the 
opinion that the service life and net 
salvage estimates as proposed by the 
company are within the zone of rea- 
sonableness. Accordingly, we believe 
the statutory findings may be made 
and depreciation rates certified based 
on such estimates. 

Attention is directed to the fact that 
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for certain accounts the composite 
service life shown in the company’s de- 
preciation study was derived from the 
composite of the 3$ per cent sinking- 
fund annuity rates applied to the com- 
ponents of the account. Direct pro- 
portional weighting under the straight- 
line method would result in slightly 
different composite lives for these ac- 
counts. The difference appears to be 
insignificant, however, and no changes 
are being made in the estimated lives 
shown in the company’s study, other 
than to round off the figures to the 
nearest whole year. However, if the 
company desires to revise the details 
underlying calculation of composite 
lives to reflect direct proportional 
weighting, an application for appro- 
priate changes in any of the composite 
service lives shown herein will be 
favorably received. 

As provided by § 196.09, Statutes, 
the company has thirty days after the 
certification herein to make applica- 
tion for a hearing and order and, if 
such application is not filed within the 
time period provided, the Commis- 
sion’s certification of findings shall 
have the effect of an order. 
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The Commission finds : 

That the depreciation rates com- 
puted on a straight-line basis as set 
forth in the schedule annexed hereto 
and made a part hereof are reasonable 
and proper for use in accounting for 
depreciation in accordance with the 
provisions of § 196.09, Wisconsin 
Statutes. 


Certification 


Now, therefore, the Public Service 
Commission of Wisconsin, pursuant 
to the provisions of § 196.09, Wiscon- 
sin Statutes, hereby certifies to Wis- 
consin Electric Power Company the 
annual depreciation rate for each class 
of its utility plant as set forth in the 
schedule hereto annexed and made a 
part hereof until further order or cer- 
tification as provided by Statute. The 
depreciation rates herein certified may 
be made effective as of January 1, 
1948. The amount of annual depre- 
ciation expense under said rates shall 
be determined by applying said rates 
to the appropriate balance of the 
various plant accounts and no other 
basis of applying said rates is author- 
ized. 
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WIsconsIN ELectric Power CoMPpANyY 
2-U-2633 


Schedule of Depreciation Rates 


Service 
Acct. Life 
No. Class of Plant (years) 
(a) 
Electric Utility 
Steam production plant: 
311 Structures and improvements .............c0ceeeseee 68 
Se Fe I, oiehk'aa inna sewn tee ctesepecues 34 
313 Engines and engine-driven generators ............... 33 
, ie Ee ee rer ee re 35 
315 Accessory electric equipment ................eeeeeee 30 
316 Miscellaneous power plant equipment ............... 28 
Transmission plant: 
H2 Structures and improvements .......ccccvcccccccaccs 45 
Se ok sicckbiccevscctvrcesessetecesens 30 
S06 TRE BIE I 5 bv Sid cca weveti ce seeds dermis 60 
SE... TN hoc dent can ee ne iiincawscpcuqeaneses 30 
346 Overhead conductors and devices ..............e005: 40 
348 Underground conductors and devices ..............+. 30 
Distribution plant: 
351 Structures and improvements .............seeeeeeees 42 
De Be PE onencnseke cbs inceccdcdcctsidcsous 30 
Se FH, Se le I obo caw crdinnscvcscdsesensise 30 
355 Overhead conductors and devices ............s00000: 40 
SE i hci ch crete csinces sseepees 54 
357. Underground conductors and devices ............++6+ 35 
SD °F PI en th kWhw oo estevcnaecnsachaoenonn 30 
Se | TN oe ore cbrdicsacciberameacesesedaverdcdsey Kt) 
bg Oe OE Eee RE her ee Te 30 
362 Leased property on customers’ premises ...........+.. 30 
363 Street lighting and signal systems ...............++-- 25 
General plant: 
371 Structures and improvements .............0eeeeeeee 53 
372 Office furniture and equipment ..................0005 22 
Pe I I bi diss da lc teusnssccsndsictcisis 24 
i RSE ee ee pee rere rete reer 24 
SO RI GI no sin d.dcewecsccietssaessiasnvs 26 
Se TR Pe CI ii os oink scictv ccccecesces 19 
378 Communications equipment ...............eeeeeeeees 24 
379 Miscellancous equipment ........cccccccqecccccccecs 15 
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Net 
Salvage 
(%) 
(b) 


(9.25) 
2.0 


3.0 
6.0 


(4.0) 
4.0 


20.0 
25.0 
10.0 





Deprecia- 

tion Rate 
(%) 
(c) 
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Wisconsin Etecrric Power CompANY 


2-U-2633 
Schedule of Depreciation Rates 
Service Net Deprecia- 
Acct. Life Salvage tion Rate R 
No. Class of Plant (years) (%) (%) 
. i (a) (b) c) 
Heating Utility 
Steam production plant: 
Structures and improvements ...............0ees000- 73 (8.0) 1.5 
i CE ii ae sean laccesscseenteceec 28 (6.0) 38 
Miscellaneous power plant equipment ................ 41 (10.0) 2.7 
Distribution plant: 
DT tcp eeduds ink eekeeebseeh eens eases i cakemnanns 46 — 2.2 
DT inttkctéednevensosneenseeceveneds6seeeneuers 35 — 29 
ET MO ns 5s tonto heb 00eeséshecbedndeeads 40 —_— 2.5 
I SIN oc cc ccoussenen 6c tdecaueuasos 40 —- 2.5 
General plant: 
i COE a, pec cccbdesdsnessadeceoasats 10 _— 10.0 
ee Ee I 5 pic civkcenecdessaicdeneces 20 10.0 4.5 
Utility Plant Leased to Others ieee 
Composite based on total depreciable plant leased .... 44 a 2.3 


Note: No depreciation rate is certified for transportation equipment and depreciation may be 
charged on this class of plant on a unit basis or such other procedure as will distribute the cost 
equitably. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Consolidated Gas Company 


48.4 


October 14, 1948; rehearing denied November 12, 1948 


EHEARING in proceeding relating to curtailment of natural 
gas service to certain industrial customers during shortage 

of supply; upon finding of fundamentally different facts, re- 
instatement of service ordered and amendment of curtailment 
rule ordered. For earlier decision, see (1948) 74 PUR NS 406. 
For order denying interim relief, see (1948) 75 PUR NS 159. 


Discrimination, § 205 — Curtailment of service — Integrated gas system. 
A rule of a gas company permitting discontinuance of service to industrial 
customers in one district is discriminatory against such customers when, 
by reason of the completion of an interconnection between districts, the 
districts have been integrated into a single natural gas transmission and dis- 
tribution system and customers of the identical class in another district are 


not subject to any such rule. 


By the Commission: This will 
supplement and modify findings and 
order made and entered in this matter 
January 27, 1948, 74 PUR NS 406, 
to which reference is hereby made. 
The pertinent facts and proceedings 
before this Commission which resulted 
in that order and subsequent proceed- 
ings which have now brought this mat- 
ter before us for further consideration 
are, briefly, as follows: 

On May 23, 1947, Michigan Con- 
solidated Gas Company, hereinafter 
referred to as “Consolidated,” notified 
twelve industries in its western district 
that it would discontinue deliveries 
of gas to them not later than Decem- 
ber 31, 1947, under Rule 18 of its 
Schedule and Rates for Gas Service 
which reads in part as follows: 

“If the supply of natural gas dimin- 
ishes to the point where continuous 
service to other customers is threat- 


ened, the company shall have the right 
to limit or discontinue the use of serv- 
ice for its industrial customers, irre- 
spective of the contracts in force.” 
On August 20, 1947, two of the 
twelve affected industries, Nash-Kel- 
vinator Corporation and Michigan 
Bumper Corporation, filed a petition 
with this Commission for an investi- 
gation of the proposed discontinuance 
of service; subsequently, others of the 
affected industries intervened in the 
proceeding. The purpose of the peti- 
tion was to obtain an order of this 
Commission requiring Consolidated to 
continue service to the twelve indus- 
tries. On January 27, 1948, supra, 
after full hearing of all parties and ar- 
gument, this Commission denied the 
petition and permitted Consolidated to 
cut off service as of midnight Janu- 
ary 31, 1948. 
On February 16, 1948, a petition 
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for rehearing and supplemental findings 
of fact and conclusions of law was filed 
with this Commission by Nash-Kel- 
vinator Corporation, Michigan Bump- 
er Corporation, Campbell, Wyant & 
Cannon Foundry Company, Continen- 
tal Motors Corporation, Lakey Foun- 
dry and Machine Company and Norge 
Division of Borg-Warner Corporation. 
The city of Grand Rapids joined in 
such petition. 

On July 30, 1948, the above indus- 
tries again filed with this Commission 
a petition in the same matter dated 
July 27, 1948, seeking an immediate 
hearing for a “temporary” or “inter- 
im” order of this Commission direct- 
ing Consolidated to resume normal 
service of industrial gas to the peti- 
tioners and to others similarly situated 
until further order of the Commission. 
This Commission issued an order to 
show cause setting the matter for hear- 
ing August 6, 1948, at which time all 
petitioners were given an opportunity 
to be heard. On August 9, 1948, 75 
PUR NS 159, this Commission is- 
sued its opinion and order denying 
without prejudice the prayer of the 
petitioners for a temporary or interim 
order and ordered that the matter be 
brought on for hearing on its merits 
at the earliest available time. 

On September 22, 1948, a full hear- 
ing was had on the petition of Feb- 
ruary 16, 1948, and the petition of 
July 27, 1948. Opportunity was af- 
forded all interested parties to present 
evidence and argument in support of 
their respective petitions. Counsel 
agreed to the incorporation in the rec- 
ord by reference of certain facts es- 
tablished by other proceedings of 
record. 

The facts presently before the Com- 
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mission in the instant proceeding are 
fundamentally different in several es- 
sential respects from those facts which 
were before the Commission and upon 
which the findings and order of Jan- 
uary 27, 1948, supra, was based. The 
Commission in that order denying the 
prayer of petitioners stated: “In 
reaching this conclusion” (to deny the 
relief sought) this Commission is 
mindful of certains facts and conditions 
which relate to the natural gas industry 
and to the welfare of the people of 
Michigan as a whole: 

“V. The so called Austin pipe line, 
designed to connect the Austin storage 
field with Panhandle facilities, is not 
constructed and may not be completed 
as scheduled for April of 1948.” (74 
PUR NS at p. 421.) 

The Austin-Detroit pipe line which 
was under construction at the time the 
order of January 27, 1948, supra, was 
issued was in fact completed on May 
12, 1948. Gas began to flow through 
the line for storage in the Austin Field 
in substantial quantities on May 15, 
1948. Prior to the completion of this 
line, there was no physical connection 
between the Western District and the 
Eastern District of Consolidated. The 
physical completion of this line linked 
the Districts and effected physical 
integration of. Consolidated’s  sys- 
tem with complete interconnection 
throughout its natural gas system ex- 
cept for Ann Arbor. 

The order further stated 

“VI. Any withdrawals from the 
Austin storage field for customers of 
Consolidated which might 
jeopardize the use of those fields for 
storage purposes, would defeat the fu- 
ture stabilization of the whole natural 
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gas industry in this state.” (74 PUR 
NS at p. 421.) 

The completion of the Austin-De- 
troit line has eliminated the concern 
of the Commission at the time of its 
January 27, 1948, supra, order that 
excessive withdrawals from the Austin 
Field for industrial or other customers 
of Consolidated might jeopardize the 
use of that field for future storage pur- 
poses even before completion of the 
Austin-Detroit line permitting some 
replenishment of the field. 

“VII. The legality of diverting 
Panhandle gas from the Austin Field 
to other than the Detroit District of 
the Michigan Consolidated Company 
has not been determined and cannot be 
determined by this Commission in this 
or any other proceeding.” (74 PUR 
NS at p. 422.) 

This Commission’s concern over the 
legality of diverting gas from the Aus- 
tin Field to other than the Detroit 
District of Consolidated, as expressed 
in its order of January 27, 1948, 
supra, has been eliminated by Opinion 
No. 166 of the Federal Power Com- 
mission dated July 17, 1948 (Dockets 
G-620, G-1035, G-880, G-1013, G- 
1029, G-1023, and G-1031) and or- 
ders dated July 17, 1948, and August 
6, 1948 (Dockets G-1023, G-1029, 
G-1031, and G-1013), in which the 
Federal Power Commission directs 
Panhandle to file new rate schedules 
which will clearly permit Consolidated 
to employ gas which it receives from 
Panhandle for use throughout its inte- 
grated system. 

“IX. The completion of the Michi- 
gan-Wisconsin pipe-line project, de- 
signed to bring abundant supplies of 
natural gas to Michigan and scheduled 
for completion in the spring of 1950, 


is remote and uncertain assurance of 
relief, particularly in view of the fact 
that the validity of the certificate of 
convenience and necessity issued by 
the Federal Power Commission is be- 
ing attacked in the courts with attend- 
ant uncertainty which accompanies all 
litigation.” (Italics added.) 74 
PUR NS at p. 422.) 

While the completion of the Michi- 
gan-Wisconsin pipe line is still remote, 
this Commission’s concern over the un- 
certainty of its ultimate completion, as 
expressed in the order of January 27, 
1948, supra, has been largely eliminat- 
ed by the affirmance on June 3, 1948, 
by the United States court of appeals 
for the District of Columbia of the 
Federal Power Commission’s order 
granting a certificate of public con- 
venience and necessity to the Michi- 
gan-Wisconsin pipe line authorizing 
the construction and operation of the 
proposed pipe-line system. Panhandle 
has now applied to the Supreme Court 
of the United States for a writ of cer- 
tiorari under date of August 30, 1948. 

There can be no question whatever 
but that the completion of the Austin- 
Detroit pipe line on May 12, 1948, 
effected integration of the so-called 
Western District and Eastern District 
of the Consolidated into a single utility 
system legally as well as physically. 
This Commission hereby finds as a 
fact that all of Consolidated’s system 
served with natural gas with the ex- 
ception of its Ann Arbor District con- 
stitutes an integrated utility system. 

The Federal power Commission 
reached the same conclusion and made 
the same finding in its Opinion No. 
166 dated July 17, 1948, in the Con- 
solidated docket above referred to in 
the following language: 
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“In connection with this question it 
should be pointed out that the com- 
pletion of the Austin Field line es- 
tablishes for the first time a direct 
connection between the two districts 
and by means thereof large volumes 
of gas may readily be moved from 
one district to the other. What has 
heretofore been considered two dis- 
tricts has thereby become an inte- 
grated transmission and distribution 
system with several sources of natural 
and manufactured gas supply.” 

In the light of this finding, both 
by the Federal Power Commission and 
by this Commission, that Consolidat- 
ed’s Western District and Eastern 
District have now been integrated into 
a single natural gas transmission and 
distribution system, the language of 
Rule 18 upon which Consolidated re- 
lied in terminating service to the 
twelve industries in the Grand Rapids 
and Muskegon areas, must be consid- 
ered in the light of petitioners’ claim 
that it is discriminatory. 


Rule 18 of the Rules and Regula- 
tions covering conditions of service in 
the Grand Rapids District as filed with 
this Commission May 23, 1940, and 
Rule 18 of the Rules and Regulations 
covering conditions of service in the 
Muskegon District as filed with this 
Commission July 1, 1940, are verba- 
tim. Both contain the language here- 
tofore quoted in this finding permit- 
ting the company in its option to limit 
its service for its industrial customers 
irrespective of the contracts in force. 
Rule 19 of the Rules and Regulations 
covering the Detroit District as filed 


MICHIGAN PUBLIC SERVICE COMMISSION 


with this Commission January 27, 
1941, is identical with Rule 18 cover- 
ing the Muskegon-Grand Rapids Dis- 
tricts execept for that paragraph above 
quoted permitting the company to dis- 
continue service to industrial cus- 
tomers. 

It is the finding of this Commission 
that the provision of Rule 18 permit- 
ting discontinuance of service to in- 
dustrial customers in the Grand Rap- 
ids and Muskegon Districts is discrim- 
inatory against such customers of the 
company’s integrated system in view of 
the fact that customers of the identical 
class in the Detroit District of the same 
integrated system are not subject to 
any such rule. 


ORDER 

Accordingly, it is the order of the 
Commission : 

1. That the Michigan Consolidated 
Gas Company shall forthwith rein- 
state service to industrial customers 
covered by this Comission’s order of 
January 27, 1948, supra, and continue 
service to such industrial customers 
under the same conditions of service 
as other customers of the same class 
are served elsewhere in the company’s 
system. 

2. That on or before thirty days 
from the date of this order the Mich- 
igan Consolidated Gas Company shall 
prepare and file with this Commission 
amended Rules and Regulations cover- 
ing conditions of service eliminating 
any and all discriminatory conditions 
of service as between customers of the 
same class wherever located in the 
company’s integrated system. 
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Pal 1} Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relatin om 4 


to government owned utili 


ties; news concerning pro 


ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Delaware Power & Light Plans 
$18,000,000 Program in 1949 


C— the expansion program started 
shortly after the war, Delaware Power & 
Light Company and system companies recently 
announced the authorization of more than $18,- 
000,000 for the improvement and extension of 
its facilities during 1949. This program in- 
cludes projects to be undertaken throughout 
the entire Delmarva Peninsula by the com- 
pany and its subsidiaries, The Eastern Shore 
Public Service Company of Maryland and 
Eastern Shore Public Service Company of 
Virginia. 

This large expenditure will be used to in- 
crease generating capacity, for the extension 
and improvement of distribution lines, to re- 
build and extend transmission lines, and to 
increase the capacity of substations, according 
to Stuart Cooper, president. The company will 
continue to extend its service to new customers 
everywhere throughout the Delmarva Penin- 
sula and maintain dependable service to its 
present customers. Also included in these ex- 
penditures are funds of more than $500,000 
for the maintenance, expansion, and extension 
of gas facilities in the Wilmington area. 


Admitted to Partnership 
In Sanderson & Porter 


Dp S. PELLetier has been made a part- 
ner in the firm of Sanderson & Porter, en- 
gineers and constructors, after more than 
thirty years’ service with the company. Mr. 
Pelletier joined Sanderson & Porter in 1917 
as resident engineer and construction superin- 
tendent. He has been with the firm continu- 
ously since, in responsible charge of many 
large and important projects. 

Mr. Pelletier was graduated from Rensse- 
laer Polytechnic Institute in 1912 as a civil en- 
gineer and served the War Department, as 
well as the Alabama Power Company, before 
coming to Sanderson & Porter. He is a mem- 
ber of the’ American Society of Mechanical 
Engineers and also the Rensselaer Society of 
Engineers. 


Southern Natural Gas 
Increasing Facilities 


GouTHeRN Naturat Gas ComPANny is plan- 
ning to construct and operate additional 
main- and branch-loop lines in Alabama for 
transportation of natural gas. Total over-all 
cost of the project is estimated at $865,160. 
Construction of the main-line loops is de- 


signed to increase capacity of the company’s 
system between Birmingham, Alabama, and 
Atlanta, Georgia. 


New Peak Load Plant Installed 
By Consumers Gas 


A= peak load plant for fuel gas produc- 
tion was put into operation recently by 
the Consumers Gas Company, Reading, Penn- 
sylvania. This installation, the second cataly- 
tic cracking plant to be installed in the United 
States, at present employs butane as a feed- 
stock and has a capacity of 5,000,000 cubic feet 
per day of coke oven gas substitute. 

The plant has met its rated capacity and 
the exact interchangeability specifications of 
the gas. This plant was put into operation on 
the day originally scheduled. The Reading per- 
sonnel were able to operate this plant entirely 
by themselves within a week’s period, 

The plant was designed and built by Sur- 
face Combustion Corporation, Toledo, Ohio, 
for United Gas Improvement Company. The 
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Reading installation is similar to that built for 
peak load shaving at the Riverhead Station 
of the Long Island Lighting Company, in Jan- 
uary, 1948. The end product of the process is 
different, being a coke oven gas substitute 
rather than the water gas substitut® produced 
at Long Island. 


Coldwell Named President of 
Ford, Bacon & Davis 


Foe. Bacon & Davis, INc., engineers of 
New York, Philadelphia, Chicago, and Los 
Angeles, announce the election, as of January 
1, 1949, of E. S. Coldwell as president, suc- 
ceeding James F, Towers, who will actively 
continue as chairman of the board of direc- 
tors. Mr. Coldwell will at the same time suc- 
ceed Mr. Towers as president of Ford, Bacon 
& Davis Construction Corporation, Monroe, 
Louisiana, a wholly owned subsidiary of Ford, 
Bacon & Davis, Inc. Mr. Towers will also ac- 
tively continue as chairman of the board of 
the construction corporation, 


F. S. Williams Named Chairman 
ASA Sectional Committee 


Tz American Society of Mechanical En- 
gineers has announced the designation of 
Frank S. G. Williams of New York, eastern 
manager of Taylor Forge and Pipe Works, as 
chairman of ASA Sectional Committee B-31, 
which is responsible for the American Stand- 
ard Code for Pressure Piping. 
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New Everett Trencher Being 
Distributed by Tractor Sales 


HE Everett MANUFACTURING CoMPANy, 

Inc., Phoenix, Arizona, has placed the na- 
tional distribution of the new Everett Trencher 
with The Tractor Sales Corporation, Los 
Angeles, California. 

It is claimed this new trenching machine will 
equal the pick and shovel work of twenty-five 
men and that it is expressly suited for digging 
irrigation lines, water, gas, electric and sewer 
lines, for farm irrigation, housing project 
foundations, and kindred work. 

New illustrated literature and full specifica- 
tion information is obtainable from The Trac- 
tor Sales Corporation, 1419 Santa Fe avenue, 
Los Angeles 21, California. 


Workman Appointed Consulting 
Gas Engineer by Ebasco Services 


Fo 48¢0 SERVICES INCORPORATED announces 
the appointment of Dean M. Workman as 
consulting gas engineer in the planning, design, 
operation, and betterment of manufactured 
and natural gas systems. 

Mr. Workman received his engineering de- 
gree from the University of Wisconsin in 
1910. Since his association with Ebasco in 
1937, he has been engaged in studies and in- 
vestigations pertaining to all phases of gas 
operations, both of an economic and engineer- 
ing nature. He has engineered many projects 
for a large and widely diversified group of gas 
utility operating companies, domestic and for- 
eign, engaged in the production, transmission, 
and distribution of manufactured and natural 
gas. 

His new duties will vary in scope from the 
study of a particular local problem to the 
planning of complete systems and the prepara- 


tion of economic surveys and forecasts, 


Combustion Engineering and 
Superheater Merge 


ERGER of two well-known power equip- 
ment manufacturers—Combustion Engi- 
neering Company, Inc, and The Superheater 
Company—was consummated recently by ap- 
roval of the stockholders of both companies. 
t became effective on December 31, 1948, un- 
der the new name of Combustion Engineering 
—Superheater, Inc, 

The original Combustion organization was 
founded in 1914, its products including Type 
E, Type H and Coxe stokers. Subsequently it 
absorbed other manufacturers of fuel burning 
equipment and several boiler companies, 

The Superheater Company was organized in 
1910 as the Locomotive Saqechenen Com- 
pany, designing and building superheaters for 
locomotive boilers. Later, it expanded its line 


of products for locomotives and developed 
superheaters and other equipment for power 
plant boilers as well as marine and oil-country 
boilers. 

Following World War I, both Combustion 
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The Interlocking Steel-Slat Door 
was originated by Kinnear! 


KINNEAR ROLLING DOORS feature the 
famous interlocking steel-slat curtain that 
brings highest efficiency to service openings 
of every type. With smooth, easy coiling 
upward action, they glide out of the way 
overhead, safe from damage. Doorways re- 
main clear—from jamb to jamb and from 
floor to lintel—until the doors are closed 
again. 

All wall and floor areas surrounding the 
opening are fully usable at all times. Ma- 
terials or merchandise can be stored within 
an inch or two of the door curtain, on either 
or both sides, without impeding its action. 
For added ease and speed of operation, Kin- 
near Steel Rolling Doors can be equipped 
with Kinnear Motor Operators. Pushbutton 
controls may be placed at the door jamb, as 
well as at one or more remote points, A 
single control panel may be used to operate 
several doors, when desired. 

Kinnear Rolling Doors can be tailored to 
fit any opening, in old or new construction. 
Manual, chain, or crank operation is avail- 
able where the advantages of motorized 
doors are not required. Write for the Kin- 
near Catalog, or for recommendations on 
your particular door needs. 


THE KINNEAR MANUFACTURING CO. 
Factories: 2060-80 Fields Ave., 
Columbus Ohio 


Offices and Agents in Principat Cities 


KINNEAR 
ROLLING 
DOORS 





ROLLING DOORS 
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SURFACES 


for the wrenches make the Penn-Union 
connector more practical—you grip it 
from ANY angle, with ANY kind of 
wrench (box, socket or open-end). 





If you have ever spliced wires and cables 
in real mean locations, you probably are 
a strong “booster’ for Penn-Union Con- 
nectors— 


Because you know how much easier they 
are to use in close quarters: Working up 
against a wall . . . squeezing into small 
boxes, to join short ends of stiff wire... 
reaching around pipes, and splicing wires 
in dark holes where you can hardly see. 


Developed by 20 years of constant im- 
provement. Accurately made, with rigid 
engineering inspection. Re-usable over 
and over. Can be furnished in Bronze 
or Aluminum. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP., ERIE, PA. 
The COMPLETE Line of Conductor Fittings 


PENN-UNION 
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and Superheater were identified with majo 
new developments in steam generation. Cop 
bustion was chiefly responsible for the con 
mercial development of pulverized coal frriy 
of boilers, water-cooled furnaces, and cop 
pletely integrated designs of steam generatiy 
units, Superheater pioneered in the develo) 
ment of superheater designs for higher steap 
pressures and temperatures. Both companig 
were identified with many of the installation 
which in the period from 1920 on set ne 
standards of practice and performance. 


G-E to Supply Most of Equip 
ment for $50,000,000 Power Plan 
ENERAL ELEctric will supply ‘most of t 


G power generating and transmission equip 
ment for a huge new plant being built by ¢, 
Pacific Gas and Electric Company at a co 
of more than $50,000,000 at Moss Landing o 
Monterey Bay, California. 

When completed, the new plant’s 300,000 k 
will supplement the utility’s present syste 
covering 46 counties in Northern Californi 
The system currently is being expanded in 
postwar construction program which has cog 
over $300,000,000 since V-J Day and which j 
proceeding at a rate of $12,500,000 per mont 

For the Moss Landing plant, General Elec 
tric will supply two 100,000-kw steam ge 
erators, one with a 129,375-kva generator 
three 7500-kw, steam turbine generators 
transformers; switchgear, pump motors; ex 
citer sets for the turbine generators; fan m 
tors; crane equipment sets; an elevator set 
circulating water-pump motors; d-c excita 
tion switchboard; a mechanical drive turbine 
and auxiliary equipment. 


Catalogs & Bulletins 


Booklet Describes LGN Instruments 
EEDS & NorTHRUP has just issued a revised 
34-page catalog describing all L&N instru 
ments for measuring the temperature of gen; 
erators, motors, condensers, transformers, etc 


UT 












For a copy of this publication, write fo @ | 
Catalog ND4-33-461, Leeds & Northrup Com 
pany, 4934 Stenton avenue, Philadelphia 4 awa 
Pennsylvania. 
Wil 
Catalog Sheets on Meter Sockets 
NCHOR MANUFACTURING COMPANY lias re- are 
cently issued two new catalog sheets on 
meter sockets manufactured by that company Th 
An illustrated four-page sheet shows the e 
basic line of Anchor Series No. 9000 electri 
meter sockets. Explanatory sketches show equ 
method of conversion from vertical to hori dal 


zontal mounting. Complete specifications ar 
given. 

A supplementary catalog sheet, Anch 
Series No. 9900, shows the three-step method 
of changing from a four-terminal to a five- 0 
six-terminal meter socket and requiring onl 
one additional component part. Illustratio 
show wiring technique. af 

Copies of these bulletins may be obtain 
from the manufacturer, 30 Huntington aven 
Boston 6, Massachusetts. 
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or @ Newport News lias received contracts for all fifteen of the turbine units 
m awarded thus far for Grand Coulee Dam, the world's greatest power installation. 

With individual ratings at 150,000 and 165,000 h.p. at 330-foot net head, they 
e- are the highest-powered hydroelectric units ever built. 


The engineering, efficiency, and workmanship of Newport News built water power 
equipment has been proven by installations in many of the world's great power 


developments. 







| NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 





This page is reserved wnder the MSA PLAN (Manufacturers Service Ayreement) 


Public Utilities Fortnightly January 20, 19 











aS 
‘ 


\\ 7 
SZ 


THE CLEVELAND TRENCHER CO. 
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A Banking Service 
Exclusively For 


Puosuirc UTmiries 


ee 
es ee ee ee ee ee ee 


—=—— 


we YOUR ORGANIZATION welcome cooperation 
on a particular financial problem? Assistance 
in formulating new fiscal programs? More and 
more public utility companies are using the Irving 
Trust Company for these and other purposes. 


Ss 


Here you will find a department devoted solely 

* to public utility matters. It is staffed with men 

of broad practical experience in the industry and 

supervised by a Vice-President with a background of 

more than 30 years in public utility management, 
TOM P. WALKER. 


Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency fa- 
cilities of a large commercial bank. 


mviXe GnusT 


ONE WALL STREET ¢ NEW YORK 15, N. Y. 


Capital Funds: over $115,000,000 
Total Resources over $1,100,000,000 
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PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 











PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
Sani ans, sh et a. 2%, 





of commissions and. courts , 

dealing with the problems of 

Annval Subscription utility regulation. Five vol: 

Price umes a yeor—$7.50 each. 
$43.50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 

and news, conducted as an 


open forum and containing 


discussions of firing-line prob- ~~ 


lems; also summaries, ancoly- $15 
ses and explanations of day- Twenty-Six 
to-day developments. Issues a Year 








Cumulative 


DIGEST 


The only complete and. avthorite- 
tive encyclopedia of Public Service 
law and Regulation. A _ life-time 
Digest,; kept up-to-date by annual 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital,. highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 


minutes. Quarterly 








FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 








VOL. 1 (SEC) 


A complete annotation of the 

Public Utility Holding Company 

Act, with the Commission's rules 

and regulations, full index and 

periodical upkeep supplements. 
Price: $12 


—P.ULR. 
Question Sheets 
Twenty-Six Issues Annually $10 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
ond the Natural Gas Act. Is- 
sved once each month. 


$36 Annually 
FEDERAL UTILITY REGULATION ANNOTATED 


VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical vp- 
keep supplements. Price: $15.50 
Ten brief questions on vup-to-dote 
problems, answered by the commis- 
sions and courts. An easy way for a 
busy man to keep informed on current 
vtility regulation. 











Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


WASHINGTON 4, D. C. 
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lt cuts down your overhead 
when your “OVERHEAD” cuts up! 


OVERHEAD MAINTENANCE headaches are 
headed off when you have the right trucks 
for the job. You have, w'.en you have Inter- 
nationals working for you. 


Just look at the three ways these hard- 
workers help you: 


1. They're right for the job! 

There’s an International Truck that’s right 
for any kind of utility job. There are 22 basic 
International Truck models, 1,000 different 
truck combinations. Gross weight ratings 
range from 4,400 to 90,000 pounds. 


2. They're rugged! 

You'll be mighty thankful for the extra 
heavy-duty design and construction of In- 
ternational Trucks. And you'll be mighty 
glad that their engines have all that power. 






3. They have a service set-up to shorten “lay-up.” 
International’s service organization backs 
you up! 4,700 Dealers and company-owned 
Branches have the parts, the tools, the me- 
chanics to keep your trucks as hale and 
hearty as the day they rolled off the assem- 
bly line. 


Whenever you need trucks remember 
this: International offers you a complete 
truck line, completely dependable, backed 
by America’s most complete exclusive truck 
service organization. For details, get in touch 
with your nearest International Dealer or 

Farmall Tractors and Machines 


Branch. 
Industrial Power .. . Refrigeration a 


Tune in James Melton and “Harvest of Stars” 
CBS, Wednesday evenings 


Other International Harvester Products 





NTERNATIONAL“+ TRUCKS 


INTERNATIONAL HARVESTER COMPANY * CHICAGO 





oe 
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How is YOUR company doing 


in this “EVERYBODY- BENEFITS” pian? 





AVERAGE INVESTMENT IN U.S. SAVINGS 
BONDS PER WORKER PER MONTH 


$30 — 
$25 — 
$20 — { -everose 
$18 — 
$10 — 




















If the figures for your company fall 
below ane shown above, you're 
missing your share of benefits of the 
Payroll Savings Plan! Nation-wide ex- 
perience proves that when top man- 
agement puts the “OK” on the Plan, 
its benefits rise sharply. 
Benefits to Employees—Every $3 
invested in Savings Bonds pay #4 at 
maturity. Workers gain (1) the means 
to buy in the future more of the things 
they will want; (2) the peace of mind 
that goes with regular saving. 
Benefits to Employers—Participa- 
tion in Payroll Savings makes workers 
more contented. Wo g less, they 
work better. Among the more than 
20,000 large companies with Payroll 
Savings, records show that worker 


production increases, absenteeism and 
accidents decrease as payroll savings 
participation rises. 

Benefits to the Nation—The Payroll 
Savings Plan is a powerful deterrent to 
inflationary forces. Every Savings Bond 
dollar built up in the Treasury with- 
draws a dollar from the swollen spend- 
ing stream, aiding national security. 

What can You do?—If your com- 
pany has the Payroll Savings Plan, 
make sure it’s adequately promoted 
by Fa top executives. 

f you haven't yet installed the 
Plan, we ~~ up its benefits an 
longer? e help om need is avail- 

vision, U. S. Treasury 
partment. Call him today! 


ector, Savings 


Treasury Department acknowledges with appreciat 
: se Ayan bp yt & - 
Pusiic UTILiTiEs ForTNIGHTLY 


This is an official U. S$. Treasury advertisement prepared under the auspices 
of the Treasury Department and the Advertising Council 
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DIVIDED FURNACE WITH 


CENTER WATER WALL 


The divided furnace with a CENTER 
WATER WALL? is a development first 
introduced by Springfield Boiler Co., for 
large central station installations. It has 
application where gas temperatures 
entering the first pass and superheater 
must be limited ro prevent slagging. It 
enables a unit to stay on the line longer 
before shutting down for maintenance 
and cleaning. — 

The divided furnace construction has 
been highly dependable and successful 
in service. It is adaptable to any kind of 
firing. Springfield offers it on both bent 
tube and straight tube boiler designs. 
*Patented 


FURNACE WITH CENTER WATER WALLS 


These diagrams show how the center water wall made it possible for Springfield to 
reduce the height of furnace 22% on one 350,000 Ib. pulverized coal fired unit 
in addition to securing some 90° lower temperature at the first pass. Ask for 
information on this and other modern installations. 
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PROFESSIONAL DIRECTORY hte 
© This Directory isreserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » » 





Ture American Aprpraisat Company — 


ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA ° CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 ~~ 


$¢ Ford, Bacon & Davis 


58D VALUATIONS Engineers CONSTRUCTION ¥ 


REPORTS RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO © LOS ANGELES 




















GILBERT ASSOCIATES, Inc. 











ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Heuston Original Cost Accounting = 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 











FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco Ss 
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PROFESSIONAL DIRECTORY (continued) 





—— HENKELS & McCOY —— 








Electric & Telephone Line Construction Company 
CONSTRUCTION MAINTENANO® PHILADELPHIA TRE TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del, * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 























NOW WORKING IN FOURTEEN STATES 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 





4 


She huljian lovbowton 


2 2 . CONSTRUCTORS 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 














LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








L 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 











mh Complete Services for GAS and ELECTRIC Utilities 
SEsGMING « encuvtEmne » constehcnon . KP ROP a aa rd 


Complete Plant Addition or Installatio 
y detail geared to more profitable operation ENGINEERS * CONSTRUCTORS * MANUFA 











SANDERSON & PORTER 
meee Sap 
AND ‘ 
CONSTRUCTORS 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














STANDARD RESEARCH CONSULTANTS 
INCORPORATED 


INDUSTRIAL SURVEYS — RECAPITALIZATIONS — APPRAISALS — MANAGEMENT REPORTS 
RATES OF RETURN 


HOME OFFice BRANCH 
345 HUDSON a 33 N. LASALLE STREET 
NEW YORK 1/4, N. CHICAGO 2, ILL. 














The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Water, Sewage and Industrial waste Problems 
Refuse Incinerators, induetiial Bulidings 

City Planning, Reports, Valuations, Laboratory 
PHILADELPHIA 2 


1528 WALNUT STREET 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Aeon -  Resectiontinne ° Reports 


eK depreciation, fixed capital 
poe Bo ony original cost, security issues. 























BLACK & VEATCH 
CONSULTING ENGINEERS 
seertatn, artesian, 
struction o P Public. "Utility "Brcpesties 


4706 BROADWAY KANSAS CITY, MO. 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public —- Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


A. §. SCHULMAN ELectric Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH DearBorN St. Cricaco 








W. C. GILMAN & COMPANY 
ENGINEERS 


and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











FRANCcIs S. HABERLY 


CONSULTING ENGINEER 
Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SourH MICHIGAN AvENUB, CHICAGO 








UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON . NEW YORK 


INVESTIGATIONS °¢ 








WESTCOTT & MAPES, inc. 


ARCHITECTS & ENGINEERS 

REPORTS 

DESIGN °¢ SUPERVISION 
New Haven, Connecticut 
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100 Sixth Avenue, New York 13, N. Y. 
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